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., [°_= °| DOORS TO NEW BUSINESs'! 


|ucrease Your 
PROFITS 


through LAWRENCE SystEM field warehousing 


When Lawrence System closes the door on a bor- 


rower’s inventory it opens new opportunities for both 
borrower and banker. 


The borrower is enabled to obtain additional work- 


ing capital for manufacturing, production and distri- 
bution needs. 


The banker is enabled to lend safely and profitably 
far beyond the limits of open credit. Collateral is ample 
and protected. The commodity paper created is se- 
cure, self-liquidating and usually subject to rediscount. 


You can obtain new business for surplus funds 


now lying idle in your bank, through the Lawrence 
System of field warehousing. 


Copies of the booklet, “ Warehouse Receipts as Col- 
lateral,” will be mailed free, postpaid, on request. Or 
consult Department C-1 of the nearest Lawrence 
System office for information on specific problems. 





A few types of inventories now bringing profitable loans to 
banks through Lawrence Field Warehousing 


Canned Goods . at Canmeries Airplanes ..... at Fa@ories 
Dried Fruit . at Packing Plants Hides ..... at Tanneries 
Olives . ... im BrineTanks Grain ..... in Elevators 
Wool . at Dealersand Mills Coal..... on Coal Docks 


Fae ee in Booms Beer..... in Brewery Vats 
Petroleum ia Fie/d Storage Tanks . . iat Aging Tanks 
Lumber . in Mill Yards Sugar. ....... at Mills 
Groceries. . . at Wholesalers Whiskey .. . . at Distilleries 


PLUS SCORES OF OTHER PRODUCTS STORED IN VATS, 
BINS, TANKS, YARDS, DOCKS, FACTORY ROOMS, ETC. 


[AWRENCE WAREHOUSE (OMPANY 


FIELD WAREHOUSING * CREATING COMMODITY PAPER AGAINST INVENTORY 
A. T. Gipson, President 


Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION—Since 1916 


NEW YORK: 52 Wall Street -CHICAGO: One North LaSalle Street - BUFFALO: Liberty Bank Building 
SAN FRANCISCO, CALIF: 37 Drumm Street - LOS ANGELES, CALIF: W. P. Story Building 
FRESNO, CALIF: 2030 Anna Street - DALLAS: Santa Fe Building «SPOKANE: 155 South Stevens 
SEATTLE: 1014 Fourth Avenue South - PORTLAND, OREGON: United States National Bank Building 
HOUSTON, TEXAS: 601 Shell Building « HONOLULU, HAWAII: Dillingham Transportation Building 





CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 
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.LETTERS.. 


Consumer Credits 





Sirs: That the commercial banks missed 
the boat in the financing of automobile 
purchases, is evidenced by the tremendous 
growth of finance companies. 

There are two very good reasons why the 
banks thot t not allow any more consumer 
credit business to get away from them. The 
first is the change in corporate financing 
from bank borrowings to bond issues, 
thereby limiting the amount of available 
paper. The second reason is the plethora 
of excess funds, and a low yield on high 
grade bonds, is apt to continue for some 
time. An examination of the statements 
of banks over a ten-year period indicates a 
decided swing from “Notes or Bills Dis- 
counted” to “Investments.” Since com- 
mercial banks are not organized as invest- 
ment trusts and are not intended to operate 
as such, it is essential that all the possible 
“paper” outlets be scrutinized. One of the 
more enterprising bankers has turned to the 
local utility company and has arranged for 
the financing of refrigerators, vacuum 
cleaners, lamps, motors and electric tools. 

You might say, “But that is long-term 
capital financing. None of our discounts 
run over three months.” 

The answer to that is to examine your 
note portfolio; make a list of those that 
have been on for more than three years. 
You will be surprised to find out how many 
you have had for more than this period, 
WITH NO DEFINITE DUE DATE. 
Advances on consumer credit seldom run 
for more than three years and are amortized 
regularly. 

Tuomas J. HOLLINGSHEAD, 

Assistant Treasurer, 
The New Jersey Title Guarantee & 
Trust Company, 
Jersey City, New Jersey 
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Choice of Copy 


Sirs: I express my sincere appreciation 
for The Burroughs Clearing House to you 
and your institution. Your choice of copy 
is at all times highly informative, instruc- 
live, and entertaining. I look forward each 
month to the time when it is due. 

S. H. Matuews, Manager Club Plan 
Loan Department Liberty National 
Bank & Trust Company of Louisville, 

Louisville, Kentucky 
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Industry on Parade 


Strs: Here is a photograph of the $25,000,000 Great Lakes 
Exposition which opened at Cleveland for 100 days on June 
27. It shows the flag bedecked masts that tower along the 
broad Marine Way, past the automotive building and the 
Hall of Progress. 

Celebrating its 100th birthday as a city, Cleveland is play- 
ing host to thousands of visitors, the first of a parade of more 
than 4,000,000 people expected before October 4, the closing 
date. The exposition grounds stretch for a mile along the 
lake. Rising from the 150 acres are more than 250 color- 
fully decorated buildings. 

The nation’s greatest industries dramatically present their 
most advanced developments in the exhibit- filled buildings. 
Steel companies take the public behind the scenes of iron and 
steel making. In the Romance of Iron and Steel, they 
dramatize the story of this basic industry from the little, 
prehistoric furnace to the mammoth sky-painting blast and 
open hearth of today. Such unusual exhibits as an iron mine, 
entered through a full-size shaft in a typical ore range, and 
working models of steel- manufacturing machinery are used. 

The public utilities, the automotive industries and scores 
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—This quantity, valued at approxi- | 
mately $75,000.00, is carried for 
the sole purpose of meeting thede- | 
mands of our customers promptly, 
whether the order be large or small | 


...just another example of | 


REAL service. 


We buy this paper in carload 
quantities direct from manufac- 
turers... at a saving which is 
passed on to banks. 


We maintain at all times large 
stocks in all standard sizes and 
colors of 


DELUXE DOUBLE DIAMOND 


LA MONTE NATIONAL 
SAFETY PAPER 


No waiting for stock to be ordered 
from jobbers ... no expensive 
“partial” shipment ... no neces- | 
sity for ordering large quantities | 


of checks to obtain a good price. | 


ELUKE 


CHECK PRINTERS /WC., 


Lithographers and Printers 


CHICAGO CLEVELAND KANSAS CITY 
NEW YORK ST. PAUL 
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of other manufacturers show the marvels 
emerging from their scientific laboratories. 
There is the drama of transportation and 
all the other features that go to make up an 
industrial festival. 
Hitt & KNOWLTON, 
1454 Builders Exchange Building, 

. Cleveland, Ohio 

Interest in Earnings 


Sirs: Thank you for including me on 
your mailing list. I would also appreciate 
some of the booklets mentioned in your 
March issue. Perhaps I can gain therefrom, 
knowledge that I can pass on to the bank- 
ers. Especially do they appreciate any- 
thing that will increase their earnings. 

C. R. Haines, State Bank Examiner, 

State of Nebraska, Lincoln, Nebr. 
¢ ¢ 


The Bank in the Community 


Sirs: We are enclosing one of the pic- 
tures taken during the celebration of the 

25th anniversary of our bank. It is a re- 
enactment of the scene of twenty-five years 
ago of the receipt of the bank’s first com- 
mercial deposit. The cashier who received 
the first deposit is shown serving in an 
honorary capacity. Ai the right of the 
window are President W. H. Welker and 
Director J. H. Foltz, the only living found- 
ers of the bank. Our other directors are 
shown on the left. 

Open house was held during banking 
hours. The lobby contained many flowers 
and was filled with customers and friends 
almost continuously. A special birthday 
folder had been prepared for distribution to 
visitors. This not only noted the bank’s 
birthday but expressed the bank’s respon- 
sibility to the community in receiving de- 
posits, making loans, and assuming its part 
in the financial life. 

At a dinner in the High School Audi- 
torium in the evening more than a hundred 
officers, directors, stockholders and guests 
of the bank were in attendance. President 
Harley Fast of the First Trust and Savings 
Bank of Canton, Secretary R. S. Staudt of 
the Brewster Banking Company, and F. R 
Patterson of the Minerva Savings & Bank 
Company were present as speakers. In 
their addresses they pointed to some of the 
problems that confront banks today, and 
discussed the need for a better understand- 
ing of banking by the public. 

Local and nearby newspapers carried full 
accounts of the day’s activities. 

The success of our anniversary was most 
gratifying. We feel it was well worth the 
time and effort expended. 

M. M. Muck ey, Cashier, 
The Waynesburg Bank, 
Waynesburg, Ohio 


A Booklet on Credit Unions 


Sirs: We are sending you under sepa- 
rate cover a copy of a booklet entitled, 
“The Limitations of Credit Unions.” We 
have a supply of these booklets on hand and 
will be glad to mail copies to bank or 
— men who would be interested in 
them. 


Howarp Hanes, Cashier, 
The First State Bank, 
Kansas City, Kansas 


Editor’s Note: This is a thirty-two page 
booklet containing a compilation of ma- 
terial gathered by Mr. Haines on the sub- 
ject of credit unions. There are 32 sub- 
headings, a few of which will indicate the 
nature of the study: European Origin of 
Credit Unions; How Schulze-Delitzsch and 
Raiffeisen Societies differ; Relation to 
Present Financial Systems; Credit Unions 
and Personal Loan Business; Place of 
Unions in Consumer Credit. Copies may 
be obtained by writing Mr. Haines direct. 


* ¢ 


The Call of Copenhagen 


Strs: We see from your monthly that 
you are supplying free to banks upon appli- 
cation descriptive folders and _ booklets 
containing travel information. 

We take the liberty to hand you under 
separate cover 100 copies of a booklet on 
Copenhagen prepared by us titled ‘“‘The 
Call of Copenhagen,” and should be obliged 
to you if you would kindly distribute them 
to applicants. 

AKTIESELSKABET KJOBENHAVNS 

HANDELSBANK, 
2 Holmens Kanal, 
Copenhagen, Denmark 


Editor's Note: This is an unusually attrac- 
tive booklet and should prove of particular 
interest to anyone considering a trip to 
Northern Europe. 


¢ ¢ 


After the Business Sessions 


Sirs: San Francisco bankers have virtu- 
ally completed plans for entertaining dele- 
gates and guests after the serious business 
sessions at the annual convention of the 
American Bankers Association, to be held 
September 21-24, according to R. D. 
Brigham, vice-chairman of the general 


convention committee. 
An outstanding high light will be two 
boat rides on San Francisco Bay which will 
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give visiting bankers an excellent oppor- 
tunity to view the San Francisco-Oakland 
and Golden Gate — at close quarters. 
On the two trips, which will take the guests 
past the 1939 World Fair grounds now 
being reclaimed in the middle of the bay 
out past the Golden Gate into the broad 
waters of the Pacific Ocean, luncheon and 
entertainment will be furnished. 

One evening during the convention the 
San Francisco bankers have planned a 
dinner party in honor of the president of 
the American Bankers Association. And, 
as usual, a grand ball will be the climaxing 
social event of the convention. 

Harris C. Kirk, chairman of the golf 
committee, announces that the famous 
Lakeside Golf Club, with its two 18 hole 
courses, will be the scene of the annual 
A. B. A. golf tournament. Professional 
golfers have frequently described the Lake- 
side courses as among the most beautiful 
and interesting in America. 

Cari C. WAKEFIELD, 
San Francisco, California 


° ¢ 


Sweetheart of Texas Centennial 


Sirs: I am attaching hereto an attrac- 
tive photograph which is exclusive to The 
Burroughs Clearing House. 

It shows John K. Beretta, President of 
the National Bank of Commerce in San 
Antonio dispatching the pleasant duty of 
officially congratulating Miss Janice Jar- 
ratt, also of San Antonio, when she was 
commissioned by Governor James V. Allred 
as “Sweetheart of the Texas Centennial.” 
Miss Jarratt dropped in at the office of Mr. 





Beretta to learn of the progress of the Cen- 
tennial before embarking on her duties as 
official hostess. 

While bankers in other Texas cities are 
fostering Centennial activities, the presi- 
dents of the three largest banks in Dallas 


control the destiny of the $25,000,000 
Texas Centennial Exposition. Nathan 
Adams, president of the First National 
Bank is chairman of the centennial corpora- 
tion, Fred F. Florence, president of the 
Republic National Bank & Trust Company, 
is president of the corporation, and Robert 
L. Thornton, president of the Mercantile 
National Bank is chairman of the manage- 

ment committee. 
Date MILLER, Centennial Press Director, 

Associate Editor, Southwestern Banker, 

Dallas, Texas 
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Hundreds of bankers have written to tell 
us how very valuable they are finding 


POOR’S 
Bank & Executives Manual 


combined with our 


Bond Advisory Service 


They tell us that it has helped them improve their portfolios 
... that the definite recommendations have been remark- 
ably accurate . . . that the unlimited consultation privilege 
has been most valuable. And that the subscription rate of 
$95. a year is surprisingly low. 


Send for free descriptive folder 


POOR’S PUBLISHING COMPANY 
90 BROAD STREET : 


: NEW YORK 














wy, 
TO YOUR SHIPMENTS 


2,500 MILES OVERNIGHT 
Your shipments by NATION-WIDE Air Express 


move from border-to-border and coast-to-coast 
—2,500 miles ong 85 The modern magic of 
Air Express melts miles into minutes. 


ADVANTAGES OF NATION-WIDE AIR EXPRESS 


% Day and night service. 


%* Prompt eed and 
i 


special delivery of ship- 
ments at no extra 
charge, door-to-door. 

% Reaches 215 cities in 
the U. S. and Canada 
and 32 Latin American 
countries. 


*% Fast, co-ordinated ser- 
vice between swift 
trains and planes. 

% One organization—one 
responsibility. 

% Low, economical rates. 

For prompt service or 

information telephone any 

Railway Express office. 


AIR EXPRESS 


DIVISION 
RAILWAY EXPRESS AGENCY 








Banking Census—Continued 


Sirs: During 1935, there were in oper- 
ation in the 4 East South-Central States 
1,372 banks, employing a total of 10,089 
persons, with an aggregate pay roll during 
the year of more than $14,800,000. The 
1,372 banks include 251 in Alabama, 477 in 
Kentucky, 251 in Mississippi, and 393 in 
Tennessee. 


Of the 1,372 banks, 1,168 are unit banks 
and 204 are branch banks. This would 
indicate a ratio of approximately one 
branch bank to six unit banks. Branch 
banks constitute 14.9 of the total of all 
banks. The distribution of these 204 branch 
banks, which comprise 61 branch banking 
organizations, is indicated as follows: Ala- 
bama, 4 branch systems, 28 offices; Ken- 
tucky, 17 branch systems, 50 offices; 








Ll} {) Ul] q || tRarric 





Strategically located, Cleveland is known as an 

important railhead. Its traffic is characteristi- 
cally two-way, for it receives vast stocks of raw materials 
for conversion and shipment, and brings in great quantities 
of consumers’ goods for wholesale distribution. Covering 
an important part of these freight movements are the 
commercial documents bearing the name and endorse- 
ment of the Central National Bank...recognized by deposi- 
tors and correspondents as a good bank todo business with. 


Member Federal Deposit Insurance Corporation 


CENTRAL NATIONAL BANK 


of Cleveland 
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Mississippi, 21 branch systems, 60 offices; 
and Tennessee, 19 branch systems, 66 
offices. 

Of the 10,089 persons employed, 3,631 
are executives and salaried officers and 
6,458 are other employees. This would 
indicate a ratio of approximately one execu- 
tive for every two other employees, or 36 
per cent executives and 64 per cent other 
employees. 

In the branch banks, 19.2 per cent of all 
employees are classified as executives. In 
unit banks, executives constitute 41.3 per 
cent of all employees. 

If the number of employees reported, as 
of the close of the year, may be considered 
representative of employment throughout 
the year, the average annual salary paid to 
employees of all banks, including executives 
was $1,470 for the states covered in this 
report. 

In unit banks the average salary, under 
the same assumption, was $1,427. The 
average salary for executives was $2,005, 
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ALABAMA 251 2.133 $ 3,227,206 
Executives 670 1,620,383 
Other Employees 1,453 ~—- 1,606,913 
KENTUCKY 177 3,480 5,073,076 
Executives 1,322 2,790,517 
Other Employees 2,158 2,282,559 
MIsSISSIPPI 291 1,424 2,002,829 
Executives 604 1,217,163 
Other Employees 820 785,666 
TENNESSEE 393 3,062 1,530,287 
Executives 1,035 2,240,465 
Other Employees 2,027 2,289,822 


East SouTH- 

CENTRAL STATES 1,372 10,089 14,833,488 
Executives 3,631 7,868,528 
Other Employees 6,458 6,964,960 





and $1,022 for other employees. In branch 

banks the average salary was $1,607. For 

executives it was $3,282 and for other em- 

ployees, $1,210. 

FrEpD A. GOSNELL, 
Chief Statistician, 
Bureau of the Census, 
Department of Commerce, 

Philadelphia, Penna. 
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It Is World-Wide 


Sirs: If convenient, we would like one 
dozen additional copies of your August 
issue of The Burroughs Clearing House. 

The article by Mr. John L. Williamson, 
Chairman of our Committee on Pension 
Plan, entitled “‘A State-Wide Pension Plan 
for Banks,” is attracting nation-wide at- 
tention, and we are having many inquiries 
from all parts of the United States for our 
bulletin and other data concerning this 
project. 

We very much appreciate the space you 
allotted to this article, and we are interested 
to note that your August edition consisted 
of 65,762 copies, which we presume has not 
only nation-wide but world-wide circulation. 

A. H. Coarte, Secretary, 
New Jersey Bankers Association 
Moorestown, New Jersey 
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The job is to interpret the figures and percentages and to profit by the interpretation 


Managements \OB 


... Banks do not drift to success though they may drift to 
failure ... They must be guided by sound banking principles 


AM not a statistical hound. I be- 

lieve that figures are more or less 

useless unless they interpret some- 
thing and lead to something. It is 
entirely possible for management to 
spend so much time compiling statistics 
relative to a business, and analyzing 
their meaning, that there is little time 
left to run the business. I have known 
such men. 

Of all businesses, the banker should 
know his. He should know his bank 
intimately. He should know the ac- 
counts, the borrowers, the collateral 
and the bonds. He should know his 
income, from whence it comes and 
whither it goes. He should know his 
costs, his overhead, his operating 


by 
WILLIAM ASHDOWN 





Editor's note: The author of this article 
is a banker, writing under a pen-name. 
The figures and charts are from his own 
bank, except that all dollar amounts have 
been multiplied. The percentages shown 
are actual. 





charges, and his profits. He should 
know his volume of deposits and checks 
in numbers as well as in dollars. 

If, however, knowing all these in- 
teresting facts, he ignores their signifi- 
cance, he is no more than a collating 


machine that simply records facts and 
figures as they are run through. To 
interpret is a finer art than to collate. 
To profit by the interpretation is better 
than both. The larger banks can have 
statisticians who delve into records and 
seek out and set in orderly arrangement 
such facts as the management desires 
to know. But in the smaller banks 
where men are busy with many things 
and the day has only twenty-four 
hours, to do such work is not an attri- 
bute of many bank men. 

Banks do not drift into success, 
although many have drifted into fail- 
ure. Someone in the organization must 
view the bank as a whole and measure 
the results of certain policies upon the 
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final outcome. Altogether too many 
bankers are so much concerned about 
details in themselves that they have no 
time to weigh the more important 
matters that affect profits. That is to 
say: their minds are so much occupied 
with the gun that they forget the 
target. December 3lst should be the 
focal point in every bank, the sight of 
which is never lost and to which all 
other factors point. 

The per cent mark (%) is one of the 
most important of all banking symbols. 
It is significant in that it represents 
relative quantities. It is a sign of 
relativity, one to another. Figures in 
themselves are of consequence; but 
when reduced to percentages of the 
whole they tell the real story. The 
inventor of the machine that took the 
drudgery out of calculating percentages 
is entitled to the homage of the business 
and financial world. 


At the beginning of each year I pre- 
pare a forecast of what we may 
reasonably expect to make from opera- 
tions. This forecast is as correct as 
care can make it. The earning power 
of each asset is set down and the vari- 
ous costs that are chargeable against 
earnings are likewise set down, and a 
balance struck. The assumption in 
this forecast is, that the assets will not 
change, nor will the estimated charges. 
But they do. In consequence, this is 
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but a target to shoot at; a hope that the 
year will produce certain results when 
the books are closed in December. 

A bank is not a static thing. The 
assels are changing constantly and 
likewise are the liabilities. Interest 
rates move up and down like the tides 
of the ocean, but with less certainty. 
As a result, I make frequent tests in a 
similar way in order to see how my 
picture is changing; for I know it is. 
For example: if my bond account 
shows an earning power of $100,000 as 
of January first, and sales and pur- 
chases are frequent, I want to know 
what effect these transactions are 
having on that expected income. The 
bond committee may have sold one 
block of bonds carrying a high yield, at 
a profit, and bought another of lower 
yield. They will tell me that they have 
cashed in, it may be, a whole year’s 
interest through profit taken. That 
interests me only indirectly. My 
forty-five years in the banking business 
have taught me that you cannot run a 
bank on past due paper, defaulted 
bonds and cash in reserve. Nor can a 
bank run successfully on bond profits. 
These are capital gains, pleasant to 
credit to profit and loss; but there come 
times when there are no profits to take. 
I can best run my bank on income, 
certain and steady. And if the bond 
account shows a running off in income, 
I prod my committee into action and 


get that idle money working. The only 
way I can keep income up in a falling 
interest market is to buy more at a less 
income rate. 

In a market such as we have had 
these past two years or so, I can only 
keep that income up to expectations by 
keeping money closely invested. That 
has been my experience and that has 
been my policy, because we do not have 
a standstill bank, but one which is 
steadily taking on new and more 
business. 


FOR many years I have prepared my 

bank’s income tax. I could have hired 
it done for twenty-five or fifty dollars; 
but that is not the point. If I hire it 
done, I personally do not have to 
dissect my bank and break it down as 
to earnings and charges to the last 
degree. As I do this breaking down 
process and prepare my schedules, I 
get the inside picture of what has gone 
on during the twelve months past. 
And, having these schedules for one 
purpose I have them for many. I can 
use them for both State and Federal 
tax returns, and in the board, and I can 
use them for my little black book which 
is the heart of the bank. 

At the end of each year, for many 
years past, I have reduced the profit 
and loss account to a single page and 
in uniform arrangement. A full year 
can be set forth on a sheet 8% by 11 
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This shows how much it costs to administer a dollar of deposits 


The banker should seek a profit from each dollar of deposits 
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The bank cannot pay out too much interest from interest received 


unless there are more charge offs to 
list than ordinarily is the case. It takes 
only from 16 to 20 items to sum up a 
bank’s operations for a year, if we 
omit a detailed list of the charge offs, 
which can be run separately. As a 
result, I have a statistical history of 
the bank since its inception, correct as 
to its figures and tremendously useful 
in knowing what has happened year 
by year. With my little book before 
me, I can answer any reasonable ques- 
tion pertaining to the management in 
the past. If Moody wants the earn- 
ings for three years, or five, or ten, it 
is there. If I would get a composite 
picture of ten or fifteen or twenty 
years, it is merely a matter of tabulat- 
ing the facts my little book records so 
handily. 

Not long ago I was interested in 
knowing what the bond account 
showed over fifteen years; what the 
loss toll had been in loans; what the 
ratio of expenses are now compared 
with past years. I knew year by year 
what we were charging off; what our 
bond profits and losses had been; and 
what the expenses. But to put a dec- 
ade or two together was an inviting 
journey into the realm of bank man- 
agement. And so I set the years down 
the left column with the headings — 
“gross profits’; “‘operating profits’’; 
“bond profits’; “bond losses’; “‘loan 


charge offs;” “‘recoveries”’; “‘write down 





on securities’; ‘““dividends’’ — across the 
page. It was all in the little black book 
making easy the collating process. 

I am not concerned so much about 
interest rates as I am about dollar 
income. While I am running a bank to 
accommodate the public, I am also 
running a bank to make money. It is 
dollar volume of earnings that I am 
after, whether the earning rate is three 
per cent or six. Obviously the rate 
determines the number of dollars a 
certain asset will produce; but the per 
cent mark is as nothing in comparison 
with the dollar sign. My objective is 
profit and if I can achieve that objec- 
tive at three per cent as well as six, so 
much the better. 


T is apparent that a bank should 

not give back to its people a major 
part of the income it receives through 
investing their money. Meaning to 
say, it cannot pay too much interest 
for deposits; which interest comes from 
other interest received from investing 
those deposits. Just how much can, 
in safety and good conscience, be paid, 
has never been settled. But the bank 
which pays sixty cents out of every 
dollar of interest received back to its 
depositors is not so well off as that 
bank which gives back only forty 
cents. In the first instance, we have 
lost our shock absorber, as it were, and 
our cushion against losses is thin. 


The ratio of expenses to gross income is of particular importance 


This can easily be determined by 
comparing interest received with inter- 
est paid. 

Going back to 1920 I find that the 
highest percentage paid was in 1925 
and 1929 when forty-four cents out of 
each dollar went back to depositors. 
In 1935 it was twenty-nine cents—a 
decided trend in the right direction. 
It must always be remembered that 
the lifeblood of banking is interest. 
Service fees, commissions, bond profits 
and like income, are all very well; and 
even though the first item is more or 
less steady, it is upon interest that the 
bank lives. But to give this vital 
force back to the depositors in too 
large proportion is not good banking. 
Many of us waited until the law and 
supervising authorities took the initi- 
ative and compelled reluctant banks 
to cut their rates. 

Many banks are satisfied to make 
comparisons one year with the previ- 
ous, and if there is no great change 
in the dollar amounts in certain items 
such as expense, interest paid, and the 
like, they are not disturbed. Such 
comparisons are practically worthless, 
for banks change constantly and 
respond to the whims of economic life. 
There are vital relationships between 
certain factors in this respect also. 

I first ascertain the expenses to 
average deposits. This shows how much 
it costs to administer a (See page 24) 
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a bactor in banking 


ANKERS of Indiana have found 
that it pays to link up with the 
law enforcement authorities to 

help stop the march of crime. 

A year ago, you may have heard, the 
Indiana State Police started using a 
five-station radio broadcasting system 
which blankets the state and which 
sends oulinstantaneous warnings to city 
police, county sheriffs and vigilantes. 
What you may not know is that the 
Indiana Bankers Association raised 
$30,000 to buy this radio system for 
the state which, with $20,000 from the 
governor’s emergency fund, gave Indi- 
ana a radio system that does an out- 


standing job in catching criminals 
while the trail is hot. 
This year the Indiana Bankers 


Association took another step, at a 
two-day meeting of its members. 
Representatives of the Indiana State 
Police were present, as guests. The 
state police set up a booth with an 
inked glass plate and rubber ink- 
roller and the other paraphernalia for 
recording fingerprints. Several hun- 
dred bankers who, like other citizens, 
had regarded fingerprinting as related 
to a rogue’s gallery, found them- 
selves voluntarily making a duplicate 
set of prints, one for Indiana’s records 
and the other for the Civil Bureau of 
Identification at Washington, D. C. 
Zach man was also handed a pocket 
identification card, bearing a print of 
his right index finger. 

“What we need to do is to remove 
the stigma of unpleasantness from 
fingerprinting, and to apply the science 
of fingerprint identification in a posi- 
tive rather than a purely negative 


by 
FRED B. BARTON 


Correspondent, The Burroughs Clearing House 
¢ °¢ 


With special acknowledgment to the following 
sources for material: John Edgar Hoover, 
Director, Federal Bureau of Investigation, 
United States Department of Justice; Felix M. 
McWhirter, President, Peoples State Bank, 
Indianapolis, Indiana; Don E. Warrick, Secre- 
tary, Indiana Bankers Association; and Sergeant 
Frank W. Morrow, Communications Officer, 
Indiana State Police 
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FINGERPRINTING 


way,” says Felix M. McWhirter, a 
past president of the Indiana Bankers 
Association and president of the 
Peoples State Bank, Indianapolis. 


One evening not long since Mr. 
McWhirter called his associates and 


employees together after banking hours 
and introduced a representative of the 
local F. B. I. office —Federal Bureau 
of Investigation or ‘‘G-men,”’ as they 
are popularly called. The F. B. I. 
man had brought his ink roller and his 


cardboard forms. He explained the 
reasons why everybody ought to be 
fingerprinted for his own selfish good. 
He explained that these civilian finger- 
prints are not filed with the criminal 
records in Washington but are put in a 
separate file, called the Civil Bureau 
of Identification. Fingerprint cards 
are being received at the rate of 500 
a day. 

Starting with the president of the 
bank and including the night watch- 


Don E. Warrick, Secretary of the Indiana Bankers Association, center, is fingerprinted by an 


Indiana State Police officer to demonstrate how it is done. 


A second officer fills out the record. 


At right, Robert D. Hammer, Associate Editor of the Hoosier Banker 





Photo by Indiana State Police 
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It holds interesting possibilities as a means of : Establish- 


ing positive identification. 


Preventing certain types of 


legal suits. Checking fraud in the daily banking operation 


man, every man, boy and girl em- 
ployed by the Peoples State Bank had 
his or her fingerprints taken that eve- 
ning. And they were all proud of 
having done so. 

“But of course this is just a start,” 
I suggested to Mr. McWhirter. “‘I 
suppose you'll use your influence to 
induce others to get themselves finger- 
printed too, won’t you?” 

‘‘How do you mean?”’ he asked. 
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Federal Bureau of Investigation 


The first step in classifying a fingerprint 
is to determine whether or not the impres- 
sion shows a whorl 


“Suppose that the people who 
understand the importance of finger- 
printing say to their druggist or 
doctor or filling-station man that if 
these folks want to continue to win 
our business they should hurry over 
to the F. B. I. office and be finger- 
printed,’ I explained. ‘“‘Wouldn’t 
that hurry up the campaign in a big 
way?” 

“No, I don’t believe in boycotting, 
or in strikes or lockouts. This is 
a free country. Let folks do as they 
please about fingerprinting, except 
when a vote to have everybody finger- 
printed is cast by the people,” Mr. 
McWhirter replied promptly and em- 
phatically. 


[™ glad I asked the question, even 

though I was surprised by the answer. 
The job ahead becomes then one of 
education, of explaining the reasons 
why you and I and John Smith 
should welcome the opportunity to 
have our fingerprints placed on file 
at Washington, D. C. 

Perhaps you as a banker already 
know the reasons. Perhaps again you 
have heard that the Executive Council 
of the American Bankers Association, 
meeting in April, approved universal 
fingerprinting, as have many other 
bodies. 

Don E. Warrick, secretary of the 
Indiana Bankers Association, has given 
the matter of fingerprinting a great 
deal of study. He understands why 
the idea is a banking matter, and is 
familiar with the possibilities of finger- 
printing for banks. No doubt many 
other state associations have given 
study to the subject. 

First, of course, is the possibility 
of fingerprinting as a means of positive 
identification. Carry this idea to the 


If you are fingerprinted in Indiana, you receive a 


pocket identification 


point of supplementing signatures with 
fingerprints on legal documents and 
banking forms, or perhaps only those 
on which some future question might 
arise, and you begin to see what it 
might mean as a medium of identifica- 
tion. 

Then, consider its possibility as a 
step in the prevention of fraud. 
Suppose, for example, that banks 
began to fingerprint all new applicants 
for positions. It is not unreasonable 
to suppose that the action would deter 
at least some of the applicants who 
are not qualified by character or past 
record from trying to enter the bank- 
ing field. Then, suppose that under 
certain circumstances customers were 
fingerprinted. As an example, take 
the employees of large commercial 
customers to whom are entrusted the 
firm’s banking. Or the stranger to 
the bank who is seeking banking 
service, say the cashing of a check. 
It is likely that fingerprinting would 
exert a salutary effect. 

A report from the Federal Bureau 
of Investigation is of interest in this 
connection. John Edgar Hoover, di- 
rector of the bureau, reports that 
when the Civil Service Commission 
started fingerprinting applicants for 
government jobs in 1929, one out of 
every thirteen was found to have a 
criminal record. Word got around 
that applicants were being finger- 
printed and in 1930 only one out of 
every fourteen applicants proved to 
have been arrested and fingerprinted 
somewhere in the United States be- 
cause of unlawful conduct. The next 
year, 1931, the ratio was one to every 
twenty-two; but in 1932 the sieves of 
the government were known to be of 
such fine mesh that only one out of 
every seventy applicants had to be 
discarded because of past 
convictions. In 1935 the 
record was one out of every 
forty applicants. 
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Name 


PERSONAL IDENTIFICATION 
Fred B. Barton 


Mr. Warrick brings out 
other points. “‘I should say 


~ 





2060 White Pond Drive 
Address..... AKFONs..OHi.O 


that beneficiaries of large 
insurance policies ought to 








Fingerprints on file with 








Indianapolis, Ind. 








Right Index 


In case of accident notify 
AF Name .RObert..Se..Rarton......... 
MENCRS = Address Foxboro, Masse... 


INDIANA STATE POLICE 
BUREAU OF IDENTIFICATION 


and National Bureau, Washington, D. C. 


be fingerprinted. It would 
prevent lots of suits and 
contested wills. 

“Then too, deeds and 
mortgages and other papers 
which are put on record 
might well bear the finger 
prints of the maker and the 
witnesses. 








“Right now it seems 
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absurd, but suppose that everybody 
gets fingerprinted. Then suppose that 
you or I or John Smith take a trip 
out West and run out of money, say, 
in Wyoming. We go to a bank and 
try to cash a check. Suppose the teller 
takes our fingerprints, classifies them 
into code form (which we’ll all know 
how to do by that time) and telegraphs 
the key numbers to Washington. Back 
comes a wire saying that the man 
presenting the check is actually the 
man he says he is. We are identified 
then and we get our money. 

*‘Bank checks may have a square 
in the lower left corner some day for a 
fingerprint. By the new Battley 
system of classifying prints by a single 
finger, that will be as effective proof 
of a person’s identity as you will ever 
need. If you want to get a check 
cashed, put your fingerprint on it. 
If anybody then refuses or hesitates 
to give his fingerprint, you'll know 
automatically that he’s a person to 
stay away from.”’ 


Parenthetically, let me quote a 
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girl, Miss Dorothy Bennett of the 
First-Central Trust of Akron, Ohio, 
which along with other banks through- 
out the country, provided facilities 
for World War veterans to be finger- 
printed as identification for applying 
for bonus bonds this spring. This 
bank has for some time been finger- 
printing savings customers and safe 
deposit clients of foreign extraction 
who speak little English and who 
cannot sign their names. 

“IT have been surprised, as an 
amateur, to discover that there is a 
big, big difference in fingerprints,” 
says Miss Bennett. “Of course for 
our needs we don’t classify these 
prints, nor do we send them to Wash- 
ington. We just check them up, sort 
of like a Chinese laundry mark, to 
make sure of who is who. But even 
without a magnifying glass and a 
textbook an amateur can recognize 
fingerprints. They’re all different, 
and startlingly different.” 

Come back to Indianapolis now and 
Don Warrick’s office. He and Robert 





Name..._Fred Be Barton 
Address.2060 White Pond Drive, Akron, Ohio __ 
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One copy of the fingerprint record is mailed to the Federal Bureau of Investigation at Washing- 

ton. The other is retained by the Indiana State Police. The front of the cards provides space 

for name, address, other data, and a photograph. The reverse of the cards provides space for 
complete fingerprinting 





D. Hammer and others of his staff 
act as a liaison between bankers of 
Indiana and the state police. It was 
no accident that at the recent Indiana 
Bankers Association convention an 
authority on crime prevention and 
detection made a speech telling bankers 
what to do if their bank is ever robbed: 
how to compare the bandits mentally 
in height with one friend, in color of 
hair and complexion with another 
friend, in mannerisms and voice and 
speech with yet another friend. It is 
a joy to both the association and 
the state police that insurance rates 
throughout the state are coming down. 


ALK over to the State House with 
these two men—we want their 
fingerprints and their picture anyway — 
and let’s meet some of the state police. 
Because the bankers’ association and 
the radio division of the state police 
have been pooling their experience to 
solve their common problems, we'll 
find a cordial reception in the office of 
Sergeant Frank W. Morrow, com- 
munications officer of the Indiana 
State Police. You will find that 
Sergeant Morrow, attacking the 
bankers’ difficulties from the police 
angle, puts real faith in fingerprinting. 
“‘When you figure that every savings 
bank has dozens and hundreds of un- 
claimed accounts in the names of 
people who have disappeared mysteri- 
ously, you can understand that we’ve 
got to devise a better way to identify 
people,”’ says Sergeant Morrow. ‘“‘The 
number of people who develop amnesia 
and end up in a hospital ward bed or 
are buried in the potter’s field isn’t 
just hundreds; it’s thousands every 
year. More people suffer loss of 
memory and die unknown than die 
from many of our major diseases. 
Yet if their fingerprints were only on 
file at some central point we could 
find out who they are and locate 
friends and relatives and have them 
given a decent burial. 

“Fingerprints never change, from 
birth to death, even if you live to be 
100. Footprints don’t change, either. 
Palmprints do change, as your charac- 
ter and personality develop. 

“‘Another thing is that fingerprints 
cannot be destroyed. John Dillinger 
spent a fortune and suffered agony 
in an attempt to have his fingertips 
altered, but he was_ unsuccessful. 
Suspects who are picked up and jailed 
overnight sometimes spend hours sand- 
papering their fingers against the 
cement floor, so that in the morning 
their tips are smooth and bare. But 
the police just put their hands into 
some big gloves and strap them to 
their sides for two or three days, and 
by then you have the nicest set of 
fingerprints you’d ever want.” 

It isn’t always easy or pleasant to 
identify a corpse, the (See page 30) 
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To Extend Checking Account Service 
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Advertising proofs by Financial Advertisers Association and Bank Ad-Views, Incorporated 


New bank Campaigns 


by 
I. I. SPERLING 


Assistant Vice-President, The Cleveland Trust Company, Cleveland, Ohio, 
and Director, Financial Advertisers Association 


Let’s look at the trend of bank advertis- 
ing...as public relations men depart for 
Nashville for their annual convention 


STUDY of today’s bank advertis- 

A ing will give us a good picture of 

the trend of bank advertising, 

as well as a look at the trend of bank- 
ing itself. 

The lack of good commercial bor- 
rowing demand, the low money rates, 
and other unfavorable factors in the 
general picture, have resulted natur- 
ally, in curtailments of bank operating 
expenses which include advertising 
costs. Nevertheless, bank advertising 
today seems to have greater impres- 
siveness, even though reduced some- 
what in volume. It has been said that 
“man thinks hardest in times of 
adversity,’ and probably the depres- 


sion has forced the financial advertising 
man to his utmost ingenuity in order 
to get two dollars’ worth of compelling 
appeal for every dollar he now spends 
for advertising space and materials. 


At any rate, despite the inhibitions 

which once led one banker to admit 
“that an advertising appropriation is a 
small piece of money entirely sur- 
rounded by taboos,” the financial in- 
stitution in its hunt for new income 
producers to take up the slack of re- 
duced earnings, is doing a fine job of 
merchandising its services. 

In this article it will be impossible 
to include all of those banks whose 











12 


THE BURROUGHS CLEARING HOUSE—September, 1936 





To Encourage Thrift Accounts 














CHARTING 
HIS COURSE 
To "000 








Memes eee WW et te shene ster 
We tre or ther pro pele 


BUY $1000 


Seart asa! popdey 

















: snore oh siemilan eppe seer 


inde prmdrore 





6 


pare. photon sneer to ary to ire Ya MOF 

end pocmomet commboors 
Knnerial indepradence sachet wend ore toeking, matanalwed a the thewry 
and pote tan the prope oh tie rummy ats cere the West of 

















ood hppa: The ncn sot 


| THE SAVINGS. BANK 
OF UTICA 
The Boh withthe Gold Dome 















“ Be 
Ka They'll be wearing yy 
7 these smiles in June. ‘ 
E They hove the: reservations —and 
% the money for the trip is in their ac 
2 count of the Bowery Savings Bank 


OWERY 


















= 















ar 





Simple Arithmetic 
THAT ADDS up 
TO FINANCIAL SECURITY 


Saving is a much more simple 





one month's salary, the 7 
Sicha we sometimesthink. come a burden, ber a ten 
merely the resale of something cach pay day ta mor 
Of ecgularity in them, their Payment esse 
our plans. 8 reatting matter ‘ 
ws have ceraia hig 
met cach year, such 


Likewise, in saving for the 
Future — for your f 
ity — it is the regudaziey 
than 





mee, taxes, interest or 
on loans, ere. If we 


the size of de 
“ibn hmy g leposics that de. 


fermiacs their usctuincss (9 you. 
How Much Can You Save? | 
S Simece Test ov ¢ 


‘SUING IN YOUR Own *GuRts 


We Pearly billy, = ® 
+ (ere, peymens 


= C- 


nen 

Yow somber of por dae ~ . 

beck mat to save each pay 
dor ton tanger yuarty billy 


cao tft DW CU Sieticigicniaee 
fonda erimeces nn 
€ lange yearty bile dor ton whe fevers, tas _—o 
Seees.si recuse . 
> ae | 
fpovomrreseeed oS: 2 
afoeme en te9 dove par SAVED cach 


Ae sears balla, 
acd ent PENANCE AL 
SECURITY 

Our beoblet “HOW TO savE sec Pssevtiye 


“4 yours for the ashing... Mail the <oupou 
2 Ra RN gare oe sr Soy | 
Pet VALLEY TRUST COMPANY et | 
img» Department + « ST.LOUIS. mo. “re 


Pinas wad ma, free of charge, your becbiet, “How Te Seve Seec 


tusfally 








MISSISSIPPI VALLEY TRUST COMPANY 


Sreedwoy and Olive = St Luis. Me. 


feerees 
AE Re ee Ps fertrescae ow 

















To Rent Safe 











VALUABLES 
TECYION FOR Ody 
PROTEC) 











x 


a 


safe! Fire and the 


dangerous today te 


ables. @ Mercantile 


posit Departments 





in the United States 
il be conveniently 
located at Eighth 
and Locust. Here 
you «an rent « med- 

ere pereomal treas. 

ure chest of vour 
own for as little as 


$5 per year plus tas 


= & Chartes 





MEMOER FeOtRaL OEPOSIT INSURANCE 





|. iain 
TREASURE CHESTS 


@ The strong-bex of olden times was 
the personal treasure chest of + 
aes dividual. In it one Placed anyth: 
tr Fe iY value, money, documents, k 
fs works sreurities. Tt was hidden awe 
kept as safe as Posstbie—vet it 
f) were constant barards, just ast 
‘aluables without modern prot 
@ Today, the modern Safe Deposit Box is the treasu 
of the twentieth century Surrounded by scientific pry 
devices, encased in massive steel vaults, @uarded by 
men, the Safe Deposit Bos is the only safe place for a 


Cormomerce has one of the largest 





CORPORATION 








———E 











ners oe 6 4, 





“A sentinel 
was kept at the gate . 

























ty night” 


~ 


iy erected 





ES: wae 
“FIRST 

i resist food or “NATIONAL BANK of 

BOSTON 


1784 . 1936 
eh A 










office vaults you may vox large enough 


to hold the valuabie papegrand jewelry of the 


average family for only » few cence day. Member of Federal Deposit Insurance Corporation 




















New England’s Oldest and Laryest Banking Institution 













advertising deserves mention. The 
omissions will be due to space limita- 
tions rather than design. Naturally, 
too, not all the financial advertising 
comes to this writer’s attention. 

Let’s look over the list of major 
banking services and see what atten- 
tion they are getting in the advertising 
columns. 


Thrift Accounts 


In spite of the difficulty of keeping 
deposits profitably employed or in- 
vested, and the increased cost of han- 
dling such deposits, including deposit 
insurance, the wise banker continues to 
encourage thrift in his advertising. He 
realizes, first of all, that he can’t adver- 
tise for savings deposits one day and 
expect to get them the next; he knows 
that today’s abnormal conditions will 
not last forever, and that with the 
return of normal business, he will again 
need a large volume of deposits as a 
basis for loans. 

Among the institutions which have 
advertised consistently for savings 
have been the majority of the mutual 
savings banks. There are, for example, 
the Savings Bank of Utica, the joint 
advertising of the savings banks of 
Albany, and the Bowery Savings Bank, 
New York, while individual banks such 
as the Mississippi Valley Trust Co., 
St. Louis, First National Bank of 


Birmingham, The Manufacturers & 
Traders Trust Co., Buffalo, The Phila- 
delphia Savings Fund Society, The 
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Wells-Fargo Bank, San Francisco,have 
dressed up the time-honored thrift ap- 
peals in interesting and modern fash- 
ion. The Williamsburg Savings Bank 
of Brooklyn has been especially em- 
phatic in pointing out that social 
security is the result of individual 
thrift, rather than the product of 
legislative action. 


Small or Personal Loans 


I believe it may be said that the 
National City Bank of New York was 
the first bank to establish a small 
loan department. A great many other 
banks, especially in the last few years, 
inspired by that example and the 
introduction of FHA modernization 
financing, have established such de- 
partments, through which almost every 
type of personal or installment financ- 
ing can now be arranged. 

Properly set up to take care of a 
large volume of such small loans at a 
low administrative cost, income from 
this source has taken up some of the 
slack of reduced earnings in banks. 

Originally, the small loan depart- 
ment was to provide good, character 
loans for the payment of doctor bills, 
hospital bills, insurance premiums and 
emergency or absolutely essential items 
of expense. It has lately been ex- 
panded to finance the purchase of 
refrigerators, stoves, and other home 
equipment, as well as the buying of 
automobiles. 

The First Huntington National Bank 
calls its personal loan department the 
**Purchasers’ Credit Department.” Ag- 
gressive in the promotion of these small 
loan departments are the banks in the 
far and middle west. That includes the 
California Bank; The American Trust 
Co. of San Francisco; The Seattle 
Trust & Savings Bank; The North- 
western National Bank & Trust Co., 
Minneapolis; First Wisconsin National 
Bank, Milwaukee; First Huntington 
National Bank; and the Lincoln Alli- 
ance Bank & Trust Co., Rochester. 

The recently announced ‘“Time- 
plan,” copyrighted by the Bank of 
America, is probably the most elabo- 
rate exploitation of the small and 
personal loan department ever at- 

tempted. It will be described in detail 
in a forthcoming issue of this magazine. 


Checking Accounts 


With the rather general adoption 
and public acceptance of service 
charges, most banks now regard check- 
ing accounts as at least paying their 
way, and in many instances contribut- 
ing substantially to the earnings of the 
bank. Consequently, where banks 
formerly were reluctant to encourage 
the small, overactive checking account, 
they are now inviting such accounts, 
because in the aggregate their service 
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charges yield a considerable income. 
Much of the recent checking account 
copy has been educational; pointing 
out the invaluable features of checking 
account convenience, safety, record 
keeping, and so on. Among the present 
advertisers for checking accounts are 
tne Fidelity Union Trust Co. at 
Newark (whose methods were de- 
scribed in these columns in a recent 
issue), The First National Bank of 
Dallas; The Atlantic National Bank of 
Jacksonville; The Anglo-California Na- 
tional Bank; The Depositors National 
Bank, Durham; The Northwestern 
National Bank & Trust Co., Minne- 
apolis; The Community National Bank 
of Pontiac, and The First & American 
National Bank, Duluth. 

The special checking department 
of the National City Bank of New York, 
is a recently announced variation 
of plans to furnish checking account 
service to small depositors who write 
only a limited number of checks. No 
minimum balance is required, there 
being only a fee for checks written. 
The charge is ten cents a check, but 
there is no charge for deposit items. 


Commercial Deposits 


Much of the copy for this service has 
been devoted to the economics of com- 
mercial banking, showing the place and 
function of commercial! banking in the 
life of the nation, and expressed in 
terms of the average man. This is 
exemplified by the copy of the Mary- 
land Trust Co., Baltimore, and the 
City National Bank & Trust Co., 
Columbus. Other recent users of 
interesting commercial banking copy 
are the Live Stock National (See page 22) 
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International News Photo 


Chairman Marriner S. Eccles and new Vice-chairman Ronald Ransom, with other members of the Board of Governors, 
are currently giving attention to Regulations A and Q 
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EGULATIONS—Kecent 
and Prospective 


A clarification of some of the rulings recently issued 
and a consideration of some new rulings that are expected 


HE legislative mills of Washing- 
ton do not shut down when 
Congress adjourns. 

Every new law brings in its train a 
procession of what the lawyers like to 
call quasi-legislative actions by the 
government agencies entrusted with 
their administration. Congress writes 
the framework of the laws, but these 
bureaus fill in the details and make 
them specific. 

Bankers this summer are getting 
their full share of these regulations. 
Many rulings have been made recently 
and more are in prospect under the 
complicated and far-reaching terms of 
such laws as the Banking Act of 1935, 
social security law, securities and 
exchange acts, and the revenue act of 
1936. The agencies making these rul- 
ings are the Board of Governors of the 
Federal Reserve System, Bureau of 
Internal Revenue, Social Security 
Board, Comptroller of the Currency, 
Securities and Exchange Commission, 
and Federal Deposit Insurance Cor- 
poration. 


by 
HENRY D. RALPH 


Washington Correspondent, 
The Burroughs Clearing House 


One important aspect of “‘govern- 
ment by regulation” is that adminis- 
trative bodies are closer to the business 
under their control than Congress can 
possibly be. Their staffs and usually 


their top officials are generally selected 
knowledge and 


for their technical 





experience. Furthermore, these of- 
ficials are in constant touch with the 
groups affected, and in many cases 
proposed regulations are thoroughly 
discussed before they are promulgated. 
This is frequently true in the case of 
banking. In spite of all this it often 
happens that regulations are not clearly 
understood, and it is necessary to 
clarify them by interpretations from 
time to time. Sometimes these inter- 
pretations take the form of letters to 
individuals in answer to specific ques- 
tions, which are then given general 
circulation; sometimes they appear in 
public speeches by officials. 

A recent banking regulation which 
attracted nation-wide attention was 
that by the Reserve Board in raising 
reserve requirements by 50 per cent. 
For many years the reserves which 
various classes of member banks were 
required to keep with the Reserve 
banks against their deposits remained 
as fixed by law, and only Congress 
could change them. But in the 1935 
Banking Act Congress authorized the 





J. F. T. O'Connor, Comptroller of the Currency, clarifies 
the ruling issued by him on bank investment securities 
International News Photo 


Reserve Board to alter these within 
limits as credit conditions demanded, 
using the existing reserves as a mini- 
mum and double those as a maximum. 
The board’s action, taken July 15 and 
effective August 15, was made after 
long study and discussion, the primary 
purpose being to prevent unhealthy 
expansion of commercial bank credit 
some time in the future. Its economic 
‘objectives and effects have been dis- 
cussed thoroughly in financial circles. 
Comparatively few banks were im- 
mediately affected, as most had more 
than enough funds on deposit with the 
Reserve banks to meet the additional 
requirements. No further changes in 
reserve requirements are expected for 
a long time to come. 


The Investment Security Ruling 


One technical regulation which 
caused much misunderstanding was 
that issued by the Comptroller of the 
Currency February 15, defining the 
investment securities which banks may 
purchase for their own accounts. The 
law lays down general restrictions on 
such purchases for national banks and 
provides that they also apply to state 
reserve-member banks, but gives the 
Comptroller the duty of making regu- 
lations containing “limitations and 
restrictions” for these transactions and 
also “further definition of the term 
‘investment securilies’.””,. Among other 
provisions, the Comptroller’s regula- 
tion stipulated that an issue be 
sufficiently large to make market- 
ability possible, and that where there 
is doubt as to the eligibility of a 
security for purchase, such eligibility 
must be supported by not less than 
two rating manuals. 

These two points in particular re- 
sulted in much confusion and criticism. 





The Comptroller attempted to clarify 
his regulation by letters to individual 
bankers who wrote him about it, and 
in addressing the California Bankers 
Association May 22 he went into the 
subject in detail. This interpretation 
of the regulation was considered so 
important that it was published in 
the Federal Reserve Bulletin for the 
guidance of all bankers. In the course 
of his address, Comptroller J. F. T. 
O’Connor said: 

**As is inevitable in the matter of 
regulations, questions of interpretation 
arise from time to time. While there 
has been unanimous approval of the 
objective toward which these regula- 
tions are directed, a committee of the 
American Bankers Association has 
suggested that some of their members 
desire to have clarified certain aspects 
of the regulations. The _ provision 
which has probably been of most 
interest in this connection is Paragraph 
(3) of Section II of the regulations, 
and the footnote thereto. This para- 
graph prohibits the purchase of invest- 
ment securities in which the investment 
characteristics are distinctly or pre- 
dominantly speculative and the foot- 
note states that the terms used in the 
paragraph may be found in recognized 
rating manuals, and that where there 
is doubt as to eligibility, then such 
eligibility must be supported by not 
less than two rating manuals. 

“Inquiry has been made as to 
whether this means that member 
banks are thus confined to the pur- 
chase of securities which have a rating 
classification in one of the four groups 
according to rating services. The 
responsibility for proper investment of 
bank funds, now, as in the past, rests 
with the directors of the institution, 
and there has been and is no intention 
on the part of this office to delegate 


Chairman Leo T. Crowley of the Federal Deposit Insurance 
Corporation, an important factor in banking regulations 
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this responsibility to the rating serv- 
ices, or in any way to intimate that 
this responsibility may be considered 
as having been fully performed by the 
mere ascertaining that a particular 
security falls within a particular rating 
classification. 

“Reference to the rating manuals 
was made in the regulation in recogni- 
tion of the fact that many banking 
institutions, by reason of lack of 
experienced personnel and access to 
original sources, are unable personally 
to investigate the background, history 
and prospects of a particular issuer of 
securities, and consequently must rely 
to some extent upon such information 
as has been compiled by various rating 
services in their large rating manuals. 
It may also be expected that banking 
institutions will desire to supplement 
their own judgment by checking it 
against the opinion of others, including 
ratings that have been given by rating 
services. Such ratings, however, re- 
gardless of whether or not they are in 
the first four groups, are not conclusive 
on the question of eligibility. It is 
recognized that some securities, which 
are entirely eligible from a _non- 
speculative standpoint at the time 
they are available for purchase, may 
have as yet received no rating by the 
rating services. It is also recognized 
that a security with a high rating 
according to the services may, in the 
circumstances of a particular case, be 
an undesirable investment, whereas 
on the other hand, conditions existing 
at the time of investment may make 
a security entirely eligible, notwith- 
standing the fact that it has a com- 
paratively low rating according to 
the standard rating services. In the 
latter type of case, of course, there will 
be a correspondingly greater burden 
upon the bank to satisfy the examiners 
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that a particular security is eligible 
from a non-speculative standpoint. 

“Some banks have misunderstood 
the amortization requirements of the 
regulations as respects securities pur- 
chased at a price exceeding par. It 
should be made clear that the premium 
need only be gradually amortized at 
regular intervals over the life of a 
security to the end that at its maturity 
the security will not be carried at an 
amount in excess of par. If the 
security is callable at a given price 
above par, the rate of amortization 
will have to be such as to have gradu- 
ally extinguished the premium down to 
call price by the call date, regardless 
of whether the security is in fact called 
on that date. Thereafter, if not called, 
amortization shall continue from that 
point to maturity on the same basis 
as though the security had been pur- 
chased on the call date at the call 
price.” 

The matter of the size of a security 
issue was discussed by Mr. O’Connor 
in a letter to the Missouri Bankers 
Association June 19, as follows: 

“This office has at no time under- 
taken to prescribe any minimum re- 
quirements as to size of an issue under 
tne foregoing law and regulation. The 
important question is whether or not 
the security in question has such 
market as to render sales at intrinsic 
values readily available. Size is only 
one of many elements that may enter 
into the determination of that question 
and where, as a matter of fact, it 
appears to the satisfaction of the 
examiner that a particular security 
does in fact have such a market, there 
will be no criticism made on the matter 
of size alone.” 


Ruling on Social Security 
The ruling that national banks are 


Guy T. Helvering, Commissioner of 
Internal Revenue 


not subject to the social security act 
is of great interest to all financial 
institutions. This ruling was recently 
made by the Commissioner of Internal 
Revenue, who is charged with collect- 
ing the three separate taxes under this 
act. This law covers all employment 
with certain specified exceptions, one 
of which is “service performed in the 
employ of the United States Govern- 
ment or of an instrumentality of the 
United States.” 

“There is nothing in the act,” 
states the ruling, “to indicate an 
intention to limit its application to 
employees engaged in activities of an 
essentially governmental nature.” Cit- 
ing a string of court decisions, starting 
with the famous one of McCulloch 
versus Maryland, which declare that 
national banks are instrumentalities 
of the Federal Government, the ruling 
continues: 

“The conclusion is based primarily 
on the fact that such banks are re- 
quired for the fiscal operations of the 
government. As indicated by Chief 
Justice Marshall in McCulloch vs. 
Maryland, the bank is ‘employed with 
other means to carry into execution 
the powers of the government.’ It 
does not appear that Congress in- 
tended, in the social security act, to 
use the term ‘instrumentality of the 
United States’ in any different sense 
than that used by the United States 
Supreme Court. 

“It is held, therefore, that national 
banks are instrumentalities of the 
United States within the meaning of 
the above-quoted provisions of the 
social security act, and that neither 
the banks nor their employees are 
subject to the taxes imposed under 
Titles VIII and IX of that act.” 

This ruling will have some very 
important consequences. The first 
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James M. Landis, Chairman, Securities 
and Exchange Commission 
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question to arise is the status of state 
banks, and this is now before the 
Bureau of Internal Revenue in two 
forms: Are state-chartered banks 
which are members of the Federal 
Reserve System also instrumentalities 
of their states and therefore exempt 
from Federal taxation? Rulings on 
both these questions will be made 
shortly and will appear first in the 
“Internal Revenue Bulletin.” 

If national banks are exempt from 
the social security taxes and other 
banks are not, there will be a discrimi- 
nation which may serve as an induce- 
ment for state banks to convert to 
national charters. If all banks are 
exempt there will be a discrimination 
against other types of financial institu- 
tions, such as building and loan. 

The social security tax status of 
Federal Savings and Loan Associations 
and of the Federal Home Loan Banks 
and their member institutions will 
likewise be ruled upon by the B. I. R. 
in the near future. If these are 
exempted it will not be because of the 
constitutional nature of these institu- 
tions as necessary instrumentalities of 
the government but because of the 
wording of the laws creating them. 
One possible ruling might be that 
Federal Savings and Loan Associations 
are exempt from the Federal taxes but 
not from state unemployment taxes 
which apply equally to state-chartered 
B & L’s. 

The Social Security Board, which 
has nothing to do with the tax part of 
the act, is not pleased with the exemp- 
tion of national banks, seeking to 
have the law applied as broadly as 
possible and without discrimination 
between competing financial institu- 
tions. While officials will not commit 
themselves publicly, it is known that 
they are considering (See page 28) 





John G. Winant, Chairman of the Social 
Security Board 
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THE SECOND FEDERAL SAVINGS & LOAN ASSOCIATION OF CLEVELAND. Form 410 36. 
NAME: s/oaw Dee... _.. | TYPE LOAN: Tupada se. 
PROP. ADDRESS: /eos £ue«/2_ Ava. AMT. DESIRED: i OO, : 
INCOME: SALARY: 3... &4%e0 **. APPRAISED VALUE: $..Z72208° 
RENTAL: Bee APPRAISED BY: eee. 
INVESTMENTS: §... £2. QQ. =... i ee to Nai’ kn TF lc” AES Sele eee eT 
DEPENDENTS: §.. LENGTH OF LOAN: 257 __YRS. 
TOTAL INCOME ee 


Est. of Total Monthly Paymts.: $sfe ress 





PHYSICAL SECURITY RATING 


PERSONAL RATING 











































































































































































































































































































































| 
1, OCCUPANCY, | 1. AGE OF BORROWER. 
OWNeR: SINGLE Bowe: ..-......-....4..-..-----.-- | 0. 46 YEARS OR UNDER............ HZ. 01a 
TENANT: SINGLE HOME: 46 TO 60 YEARS. sect na Ee 
DUPLEX: OWNER AND | TENANT. .........-~-.------.----4- see 6 an ee 2. 
2 AE ETE: TS 86 TO 60 YEARS... sh. 
COMB: HOME AND 6. $1 TO 63 YEARS... 5 
ROOMING HOUSE -- OWNER OCCUPIED.................--- = Oat OVER 65 YEARS. eke ae ‘ 
APARTMENTS — 3 OR MORE. 
2. LENGTH OF LOAN. R¢G. [FRA 
2 AGE. NOT OVER 12 YEARS...... ne? WAS 
TION LOAN 12 TO 15 YEARS__.. Siew sie °..4.O2 
NOT ahi ware OLD... 22100 oe 18 TO 17 YEARS. t 
670 io OLD .....- Ee Fe Pickin men lets ccinn'c one 2. 
ti JO 1§ YEARS OLD............0..._----- 18 TO 19 YEARS. pickin 
OVER 16 YEARS OLD. 1). 70-6 TEASE. Pb BE 
3. DESIGN - eaaaa 3. CERTAIN INCOME. 
ENE epite tics chien paps us eivnentinen ebbintermnch Sp qaendie Dirtorong 5 TO 1 OF MONTHLY MTG. PAYMENTS.................---.} 9-1. 
GOOD .... 4 TQ 1 OF MONTHLY MTG, PAYMENTS. 2 
ACCEYTABLE ‘se 2% TO 1 OF MONTHLY MTG. PAYMENTS..............--].4[. 
ross be nie 4 TO 1 OF MONTHLY MTG. PAYMENTS_-_.-.....---__....] ek. 
eee 4. RESERVES AND SAVINGS. 
4. DESIGN INTERIOR. ‘TRUE EQUITY THIS PROPERTY... ZRBM, 7 
EXCELLENT ~ Mia CASH - STOCKS - BONDS - INS.__. ere 
c= er om * OTHER REALIZABLE ASSETS ...... 
Acer Wa SP eas Te eT ram sed nae ar ye 
ae res a mon os OR BETTER OF MTG... ‘ 
ve 
6. CONSTRUCTION: BRICK - FRAME. j Bm s hes 3. 
(ADD 1 POINT—ALL CLASSES FOR FRAME) wars nS as 4 
gS RE RR IR EU ie HEE SRC SMC ON I ea OO Ra 0 ‘ uo 33 a ono ooo 
woth S ae = om * ss vie pean 6. 
bo gaa I eA Thi CA 5. LIFE INSURANCE. 

Ste PER FULL, AMOUNT OF MTG, ASSIGNED__ —piteas ae eae 
oe yf FULL AMOUNT OF MTG. NOT ASSIGNED 2.) ae 
— - 23g 16% OF MTG. NOT ASSIGNED. 2... 3 

6. PROTECTION OF SITE. | 60% OF MTG. NOT ASSIGNED. EER SA AE 
RESTRICTED TO 6 NO INSURANCE 6 
, eee ns a SEL ONS. a ee 6. APPRAISED VALUE TO YEARLY INCOME 
ae Speeeeras Bue swe von Bre ot OE pat -fowe- "  eetaaaer enamel : ie 
NOT RESTRICTED AND NOT ZONED.——-----—---.—- © -----4-6- + pee a 
7. RESIDENTIAL DESIRABILITY. : * 4 
BEST Se tae s% 6. 
pated 1 7. TOTAL MTG. TO YEARLY INCOME. 
oc wre og 3 M4 TIMES 012 
1 
SALABILITY. 2 eek s 
© Sitoay actente 0. | 2  weeennensnmeee sme 6. 
slow 3. of Sy dices $. 
- . 8. = MTG. INDEBTEDNESS. - 2 
RENTABILITY. Ree. ES FL 
* 10% OF APPRAISED VALUB—-YEARLY e “a prio oe INCOME FLEDGED FOR PAYMENTS - 
“ “ - wis i 6m ” 
. ape Re Se - oo egeihage Co ‘ 
po os “ é . > wn" 2 . i * 
10. RATIO TO APP’R'D VALUE - REG. LOAN. 9. o> eae OTHER THAN MTG. 
LESS THAN oe 0) 
ae 1 lect OF INCOM PLEDGED... . 2._| fa 
Be la) 2 bard  shpessepeiacie ‘ 
ct Ps poses ~ ‘ 
bes t 10. CREDIT. 
Ai te 
11. RATIO TO VALUE - F.H.A. INSURED LOAN Sons ee 
LESS THAN 65% 8. PAIR a ee 
1% & 2 POOR 6 
won <<) 
TOTAL PERSONAL RATING Le 
LESS THAN 9: 9 to 12: 13 to 16: 17 to 25. 26 to 33. 





ESTIMATE OF REPAIRS NEEDED: $. 

















Final Classification: Physical: 2%. 





The deficiency rating plan is divided into two parts, both of which are included in the above 
One part is the physical security rating, and the other the personal rating 


chart. 


Personal:..._4 


Credits gained if specified conditions are complied with. Physical: es == 


Personal: oe 


Approved For: $18000 - 1 YR... aes "YG. oS = ar a. Fracwuar. ee wae 
Analyzed By: . 
Date: aie hike 








by 
C. W. GROVE 


President, The Second Federal Savings & Loan 


Association of Cleveland, Cleveland, Ohio 


A test that lists all factors in 
the mortgage loan applica- 
tion and that grades them 
by a predetermined standard 


CROSS the desk of the officer 
A whose duty it is to analyze first 
mortgage loan applications comes 
the request of John Doe that he be 
granted a loan of $5,000 on a house he 
intends to buy. He wants $5,000 of 
hard-earned cash that has been en- 
trusted to this institution. He pro- 
poses to give as security a mortgage 
and note, pieces of paper giving us the 
right to sue for foreclosure in a court 
of law if John does not pay back the 
loan. Will we be doing John a favor 
or an injustice by making the loan? 
Right next to his application is 
another and another, and tomorrow 
more and more will flow from the 
outer office across the desk. 

By what method shall we determine 
whether we shall make this loan and 
reject the other? By what standard 
gauge shall we be guided no matter 
whether the day is hot or cold, the 
other irritations of business are few 
or many, the digestion is good or bad. 
Perhaps that last is a bit exaggerated, 
but how remove effectively the human 
element and test each application 
against a standard measure? 

That problem has faced every maker 
of mortage loans. It is familiar to 
every officer whose responsibility it is 
to pass on to his loan committee his 
recommendation to loan or not to 
loan. It faced this organization early 
in its life in the late spring of 1934. 
At that time, the Second Federal was a 
few months old having started from 
scratch in April, 1934. At first, a 
rather simple yardstick was created. 
Then a more complete form was 
mimeographed. Finally the present 
form was developed. In the following 
paragraphs, we describe our answer 
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President Grove, left, discussing the rating of an application with Vice-president 
Harry B. Winsor 


to the questions we presented in the 
opening of this article. This labora- 
tory test of loan applications has been 
used on more than 450 loans made, 
and probably half again as many that 
were rejected or reduced. It is the 
“test tube’ by means of which we 
determine who shall be granted a 
loan, how much that loan shall be 
and for what term of years, and at 
what rate of interest. We call it the 
deficiency rating method of grading 
mortgage loan applications. 

This deficiency rating plan is divided 
into two parts, one being the physical 
security rating, and the other the per- 
sonal rating. The necessary informa- 
tion for the accurate analysis of loans 
is contained on three forms which are 
available to the officer analyzing loan 
applications. These forms are the 
owner’s application for loan, the ap- 
praiser’s report on the property, and 
the credit report from The Cleveland 
Retail Credit Men’s Company. It is 
also desirable to have a_photoplat 
of the property, showing a front view 
of the house, a survey of the lot, a 
street view of the locality, and a map 
of the county, on which has been 
marked the definite location of the 
property in question. 


Physical Security Rating 


Each element under both the physi- 
cal security rating and the personal 
rating starts with zero deficiency, and 
zero deficiency, in all cases, is that 
which in our judgment would be the 
maximum security for a loan under the 
individual classification. For example, 
Item No. 1 is Occupancy. In our 
judgment an owner-occupied, single 


home is preferable to any other form 
of risk available. It is obvious that a 
single home, occupied by a tenant, 
would be subjected to a much larger 
percentage of depreciation and lack 
of care than a single home occupied 
by an owner. A duplex or two-family 
house occupied by an owner and one 
tenant is slightly further down the 
scale from the ideal risk, and if 
occupied by two tenants is closely 
approaching a ‘Reject’? rating. The 
same is true of a combination of home 
and business, and a rooming house, 
even though owner occupied, or an 
apartment of three or more suites are 
so weighted in the scale that they 
almost automatically are rejected un- 
less there are very unusual compensat- 
ing factors. 

Item No. 2 is AGE. In our opinion, 
a construction loan for a building to be 
erected under our method of super- 
vision gives us the ideal form of risk. 
A building not over five years old 
should be modern, and have a high re- 
sale value, and consequently is not 
penalized heavily in the weighting 
scale. A building from six to ten 
years old is comparatively modern, but 
obviously the depreciation factor is 
beginning to take effect. A building 
from eleven to fifteen years old is 
definitely beginning to be handicapped 
in the weighting scale, and if over 
fifteen years old is unattractive to this 
institution. 

Items No. 3 and 4, namely DEsIGn- 
ExTErRIOR and DesIGN-INTERIOR are 
closely related, although it quite fre- 
quently happens that in the judgment 
of our appraisers a building which 
rates as good in exterior design may 
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Night view of the Second Federal in 
leveland 


only be acceptable or poor in interior 
design, and sometimes the reverse may 
be true. In the weighting scale, any- 
thing rating below good is penalized 
quite heavily, and poor is rapidly 
approaching a “‘Reject”’ rating. 

Item No. 5 is CoNsTRUCTION-BRICK 
or FRAME, and in our opinion is a very 
vital part of this analysis. In all 
cases we rate a frame structure as one 
point heavier in deficiency than a brick 
structure. Zero deficiency in brick 
structure would have to classify as 
special, and would probably take in 
only such residences as would be 
completely fire-resisting. A classifica- 
tion of excellent would usually mean a 
structure designed by an architect of 
recognized standing, probably erected 
under architectural supervision, the 
design being such that the building 
would thoroughly conform to the 
standards maintained by the American 
Institute of Architects. Most well 
constructed residential buildings would 
fall under the classification of ‘‘good”’ 
provided they were so constructed 
that they would be structurally sound, 
and would maintain themselves for a 
long period of years with a minimum 
maintenance cost. All classifications 
below the rating of “Good” begin to 
be heavily penalized. 

Item No. 6 is PROTECTION OF SITE. 
We feel that a street restricted to 
single homes of reasonably good class, 
at least of a class conforming to the 
general development of the neighbor- 
hood gives us the best risk under this 
classification. A street restricted to 
single and two family homes is obvi- 
ously a less desirable risk, and a street 
that is not restricted or on which 
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the restrictions have passed, even 
though it is zoned for residential pur- 
poses only, is heavily penalized, and a 
community which is neither restricted 
nor zoned is definitely undesirable 
and should be rejected. 

Item No. 7 is RESIDENTIAL DEsIR- 
ABILITY and is almost self-explanatory. 
Loans made on homes which rate 
either ‘Fair’ or ‘Poor’ are heavily 
penalized. 

Item No. 8 is SALABILITy. This 
item is definitely answered on our 
appraisal form, and reflects the judg- 
ment of the appraiser as to the sal- 
ability of the property in question. 
If in our appraiser’s judgment the 
property is readily salable at the 
appraised value, then we feel that as 
far as this item is concerned, we have a 
satisfactory risk. If for any reason it 
is slow selling, then this property is 
rated considerably lower in the scale, 
and property which would rate as 
difficult selling is approaching the 
“Reject” classification. 


Item No. 9 is RENTABILITY. This 








question is also asked on the ap- 
praiser’s report, and if in the judgment 
of the appraiser the property would 
rent for 10 per cent of the appraised 
value or better yearly, we feel that the 
security is adequate. If it falls down 
to 9 per cent it is not heavily penalized, 
but if it falls to 8 per cent or 7 per 
cent it then calls for further analysis 
to determine what is wrong. 

Item No. 10 is “Ratio or LOAN 
APPLIED FOR TO APPRAISED VALUE 
OF PROPERTY,” on a regular loan, i. e., 
not an insured loan of the Federal 
Housing Administration. In this item, 
we begin with a zero rating of 55 per 
cent. If the loan is 55 per cent or less 
of our appraisal, we definitely feel 
that we have an unusually good loan 
from this standpoint. Sixty per cent 
and 65 per cent loans, and even a loan 
up to two-thirds of today’s sound 
value do not carry heavy deficiency 
factors. Those going above the two- 
thirds of today’s market value must 
have unusual compensating factors to 
warrant consideration. 
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Item No. 11 is the same as Item No. 
10, except that it contemplates an 
insured FHA loan only, and on this 
we carry a zero deficiency rating, 
beginning at 65 per cent or under. 
A loan can be made as high as 70 per 
cent under this classification with com- 
paratively minor deficiency weights. 
Seventy-five per cent and 80 per cent 
loans are heavily penalized. 


FTER all of the above items have 

been individually weighed by the 
officer or committee whose responsi- 
bility it is to classify these loans, the 
columns are then added up and in the 
event a loan rates eleven deficiency 
points or less, we consider this an “‘A” 
rating as far as Physical Security goes; 
if from twelve to fifteen points, then 
the loan rates as a “B”’ loan; “‘C”’ is 
from sixteen to nineteen, “D” from 
twenty to twenty-seven, “E” from 
twenty-eight to thirty-three. In all 
cases loans rating in the ““D” or “E” 
classification would be carefully scruti- 
nized and would necessarily (See page 26) 

















WHAT'S Vew IN BOOKLETS? 


They’re listed below, carefully selected by the editors, as being of the most 
value to bank officers in keeping posted. They are all published by nationally- 
known institutions, and offered without charge on request on your letterhead. 


Progress in Air Conditioning in the Last Quarter 
Century—For the bank officer who would like to know 
where the air-conditioning industry stands today and would 
like to read an authentic appraisal of its future this booklet 
is highly commended. It contains 16 pages, is suitably 
illustrated, and is prepared from a paper written by a leader 
in the industry. 


The Silver Wedge—The Sugar Beet in the United 
States—Officers of country banks and community leaders in 
agricultural districts will find the facts about sugar beet 
farming in this booklet of particular interest. It is not only a 
study of the economic importance of the sugar beet in the 
United States but an interesting presentation of markets, 
soil benefits and other advantages of sugar beet farming. It 
contains 72 pages and is illustrated throughout. 


Public Opinion and the Banks—This booklet contains 
a clear, carefully-summarized discussion of a problem that 
confronts banks today. First delivered as an address at the 
annual convention of the Massachusetts Bankers Association 
by Edward L. Bernays, public relations counsel, it was 
selected for reprinting and distribution by the Financial 
Advertisers Association. 


Booklets Still Available 


At What Level of Income Does It Pay to Buy Bonds 
Wholly or Partially Exempt from Federal Income Taxes 
under the 1936 Revenue Act?—This is a chart prepared 
to disclose quickly the answer for various levels of income, 
and for the three important investment classifications, tax- 
able securities, those partially exempt, and those wholly 
exempt from federal income taxes. The figures apply to 
individual investors, with a separate tabulation for corpora- 
tions, banks, trust companies, and insurance companies. 


The Traffic in Stolen Stamps—A 32-page booklet 
prepared in the nature of a survey on such phases of the 
subject as the methods employed, the extent of the traffic, 


Address, The Editor, The 
SECOND BOULEVARD AND BURROUGHS AVENUE 
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the market for stolen stamps, and mailing department pro- 
cedure. It is illustrated with a number of exhibits. 


Outstanding Filing Developments—This well-edited, 
illustrated, 28-page booklet carries the reader through the 
improvements and refinements of recent years in the filing 
operation. It presents numerous points and plans for bring- 
ing greater efficiency to the filing system. 


Investment Service Releases 


Investment Bonds—A current analysis and forecast of 
the bond market by an impartial financial service. This 
includes some 150 bonds divided into two groups; investment 
bonds, and business men’s investment bonds. It also includes 
a statistical summary and recommendations. Eight pages. 


Where Are You Looking for Larger Bank Earn- 
ings?—An interesting account of the bond supervisory 
service for banks extended by one of the largest investment 
and statistical organizations. Sixteen pages. 


How to Invest $2,000—A well-written and unusually 
interesting booklet on investment in common stocks. It in- 
cludes a comprehensive study of individual stocks, a consid- 
eration of their desirability for certain types of portfolios, and 
a study of the investment position of the market today. The 
booklet contains 115 pages and bears the release date of 
August 1, 1936. 


United Opinion Reports on Stocks and Business—A 
specialized investment service, which presents the combined 
opinion of all recognized investment authorities on stocks and 
business, offers to send its service for one month without 
obligation to bank officers or directors. 


Should Business Men Buy Stocks?—This is the twenty- 
first edition of a booklet prepared by a well-known statistical 
organization. Through previous editions, it has been read 
by thousands. It stresses especially the holding of stocks for 
the long swings of the economic cycle. Twenty pages and cover. 


Burroughs Clearing House 


DETROIT, MICHIGAN 
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Court DEcIsIoNs ... 


A legal distinction in Joint accounts... A ruling on the investment 
of trust funds... Bank custom as permissible evidence... When state 
and national bank laws conflict... Wrong ‘fully dishonoring a check 


Joint Accounts 


Passing on the claim of the surviving 
party to a bank account carried in the 
joint names of two persons, with the 
added words “or survivor,’ the Su- 
preme Court of New Hampshire re- 
cently said: 

“‘Apart from statute, it is the 
majority rule that a deposit by one in 
the name of himself or another, or the 
survivor, is unavailing in and of itself 
to give the other any ownership or 
interest in the account. The addition 
of the second name to the deposit 
book is not alone sufficient to transfer 
to the added party any title to the 
funds.”” (New Hampshire Savings 


Bank vs. McMullen, 185 Atlantic 
Reporter, 158.) 
Almost simultaneously with this 


New Hampshire case, the Supreme 
Court of Pennsylvania handed down 
a decision agreeing with the New 
Ilampshire doctrine; but in another 
part of the Pennsylvania decision, it 
was held that a deposit of money in 
the joint names of husband and wife 
creates a tenancy by the entireties, 
and that the surviving spouse is en- 
litled to the remainder of the fund. 
This is so even though there is no 
agreement between the spouses to that 
effect. An intention to create the 
entirety is assumed from the deposit 
in both names and from the fact of 


by 


CHARLES R. 
ROSENBERG, JR. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


marital relationship. (Wilbur Trust 
Company vs. Knadler, 185 Atlantic 
Reporter, 319.) 

From these cases it would appear 
that where a deposit is made in the 
joint names of husband and wife, the 
survivor is entitled to the fund; but a 
deposit in the joint names of parties 
not husband and wife does not imply 
that the survivor shall be entitled to 
the fund, unless that intention or 
agreement is proved. 


Trust Investing 


‘“‘Holding a trust fund in the form 
of a general bank deposit is always 
undesirable, except as a temporary 
expedient, because as the money is 
mingled with that of other depositors, 
leaving the trust only a simple debt 
of the bank, equivalent to that on a 
loan without security, it lacks assur- 
ance of safety which should be secured 
for trust funds, and which would be 
secured by investments owned by the 
trust exclusively,” declares the Court 


of Appeals of Maryland, in passing 
on the liability of a personal trustee 
who had deposited trust funds in an 
ordinary bank account. (Zimmermanvs. 
Coblentz, 185 Atlantic Reporter, 342.) 

To what extent is the trustee liable 
for continuing to hold non-legal invest- 
ments after the time when the trustee 
could properly dispose of them? If a 
loss occurs as a result, the trustee 
‘““may be held liable for a failure of 
due care, unless he shows that his 
retention of the securities in question 
represents not a mere lack of atten- 
tion, but the honest exercise of judg- 
ment based on actual consideration of 
existing conditions.” This pronounce- 
ment of the Pennsylvania Court was 
made in a case where there were non- 
legal investments in the trust when 
the assets came into the hands of the 
trustee. The court thought that 
“reasonable latitude, according to the 
circumstances, must be allowed a 
fiduciary in the disposition of such 
property.” (In re Reinhard’s Estate, 
185 Atlantic Reporter, 298.) 


Custom as Evidence 


The importance of careful bank 
bookkeeping and strict following ol 
accepted banking custom, was strik- 
ingly demonstrated in a recent case 
where an endorser was sued on a note. 

The endorser set (See page 24) 
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(From page 14) Bank of Chicago; Farmers 
Deposit National Bank, Pittsburgh; 
The Northern Trust Company and The 
American National Bank & Trust Com- 
pany, both of Chicago; Tne Bank of the 
Manhattan Company; The Cleveland 
Trust Company and Central National 
Bank of Cleveland. Salutes to local in- 
dustries are also a popular copy key, as 
are human interest stories of actual 
service rendered by bankers to business 
men in the way of counsel and credit. 

A newer development in the com- 
mercial banking promotion field, how- 
ever, has been the advertisements 
definitely soliciting loans, and attempt- 
ing to define for the reader the char- 
acteristics of a desirable bank loan. 
‘There has been some controversy, how- 
ever, on the question of direct solicita- 
tion of loans through advertising. Some 
bankers feel that in advertising to the 
general public for commercial loans, 
there is the possibility of inviting the 
applicant who perforce has to be 
turned down, with the result that if 
the loaning officer does not do a good 
public relations job, more ill will than 
good will is likely to be created. 
Nevertheless, many bankers have 
adopted the policy of advertising 
commercial loan facilities in general 
terms, with a qualifying explanation 
as to their requirements, as an answer 
to the public misconception that 
“banks have stopped lending.”’ 

With the impetus of FHA publicity 
and the increasing public interest in 
real estate as a possible hedge against 
inflation fears, many banks are doing 
considerable realestate loan advertising. 
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New Bank Campaigns 


Travelers Checks 


Widespread promotion by the Amer- 
ican Express Company and institu- 
tions like the Bank of America, and 
Mellon National Bank, which originated 
travelers checks, has made these in- 
creasingly popular with both the busi- 
ness and pleasure-bound traveler. Spot 
announcements on the radio in many 
cities now announce that “travelers 
checks are obtainable at your neigh- 
borhood bank.” In many instances 
the local bank ties in with its own ad- 
vertising. Refreshing treatment of 
travel check advertising has recently 
been presented by The Washington 
Trust Co., The Harter Bank of Can- 
ton, and the Royal Bank of Canada, 
among many others. 


Correspondent Banking 


Following the enactment of new 
banking laws, one of which eliminated 
the payment of interest on commercial 
deposits, commercial banks realized 
that an important factor of competi- 
tion among them now is the speed with 
which they facilitate the collection of 
checks for their commercial customers 
and for other banks. This has meant 
a tightening up of the correspondent 
bank relationships, and the establish- 
ment of additional such connections — 
not on the basis of reciprocal deposits as 
heretofore, but largely to speed up the 
collection process. Correspondent 
bank advertising is confined to the 
banking and financial publications, 
naturally, and in these pages you find 
such advertisers as Chase National 
Bank and Manufacturers Trust Com- 


pany of New York, Philadelphia Na- 
tional Bank, The Continental Illinois 
National Bank & Trust Company, and 
The City National Bank & Trust Com- 
pany, both of Chicago, The National 
City Bank of Cleveland, and the First 
National Bank of Atlanta. 


Safe Deposit 

The average man’s interest in safe 
deposit may be traced to the fact that 
in the early years of the depression, 
rightly or wrongly, he turned to the 
safe deposit vault as his last strong- 
hold. In the years before, safe deposit 
boxes were generally regarded as the 
particular luxury of the extremely 
wealthy who had many securities to 
safeguard. In recent years, however, 
the safe deposit box has been romanti- 
cized as the safest place for articles of 
sentimental value. Recent safe deposit 
advertising includes that of the Mer- 
cantile-Commerce Bank & Trust Com- 
pany, St.Louis, Commerce Union Bank, 
the First National Bank of Boston, 
and Seattle-First National Bank. 


Trust Advertising 


Most of the recent trust advertising 
has been concerned with the inroads 
that increased taxes will make on 
estates. It preaches not tax evasion, 
but the careful providing of funds to 
take care of death taxes. 

Outstanding trust campaigns re- 
cently have been those of the St. Louis 
Union Trust Company and the Bank 
of New York & Trust Company. The 
former discusses current economic 
fallacies as they affect trust estates, 





To Attract Commercial Accounts 
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while the latter shows that in these 
confusing times a large financial insti- 
tution with no securities to sell thinks 
it important to maintain a large staff 
constantly studying investments in be- 
half of trust clients. 

Much thought is being given to the 
possibility of developing a trust service 
for the small and hitherto unprofitable 
trust account. More adequate fees for 
all trust services are also being studied. 


Educational or Institutional Copy 


The great interest in customer rela- 
tions and public relations has made 
itself felt to the point where state 
bankers associations are now providing 
educational and sales copy to their 
member banks which feel they cannot 
yet afford the employment of inside or 
outside advertising counsel. The gen- 
eral theme of such copy is usually to 
show how banking has its effect on 
everyone, directly or __ indirectly, 
whether he is a bank customer or not. 
The theory is that with a clearer under- 
standing of the economic value of 
independent American banking, the 
voter will less likely be swayed by the 
demagogue who expounds socialism or 
radicalism. 

All in all, copy generally has been 
humanized. In contrast to the tech- 
nical phraseology of several years ago, 
bank advertisements are now couched 
in language that the man on the street 
can understand. A notable example is 
a booklet ““The Human Side of Bank- 
ing,” just issued by the Northwest 
Bancorporation, Minneapolis. (A copy 
may be obtained by writing W. E. 
Brockman, assistant vice-president.) 
Even financial statements have under- 
gone a humanizing process. 

This “human side of finance”’ as dis- 
tinguished from the technical operation 
of banks, will be the dominant note of 
the Financial Advertisers Association 
convention which is being held in 
Nashville, Tennessee, from September 
14 to 17. 

In accordance with its long standing 
policy, the Financial Advertisers Asso- 
ciation, which consists of the adver- 
tising, business development and pub- 
lic relations executives of leading 
banks, trust companies, and invest- 
ment houses of the country and 
Canada, leaves to other financial trade 
organizations the technical problems 
of investment, trusteeship and fifian- 
cial operation. The F. A. A. concerns 
itself primarily with the human side 
of those services—the manner and 
need rather than the method by which 
financial services are rendered to the 
public, which in the long run deter- 
mines whether and how the public 
accepts those services and the institu- 
tions behind them. More and more is 
the public-minded banker realizing that 
the future of banking is in the hands 
not only of his average customers but 
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WELCOMES THE 
BANKERS OF AMERICA 
TO CALIFORNIA 


on the occasion of the 
Annual Convention of the American 
Bankers Association 
at San Francisco 
September 21 to 24, 1936 


Our 446 branches in 274 California 
communities will be glad to extend 
you every courtesy 


MAIN OFFICES 
No. 1 Powell Street 
. . . 660 South Spring Street 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


AMERICA 











120 Stock Sizes 
Olive Green 


STYLE (SD) SLIDING DRAWER 


Metal Front—corrugated board 
box. With automatic stackers 
for front and back, insuring no 
tipping or slipping. Genuine 
folding box—not a tube. 


STRAYER COIN BAG CO. 





“EASY SNAP?” Collapsible Storage File 










Bank Supplies 


Box now made in 
two styles 


STYLE (C) OPEN LID 
(Corrugated Board) 


120 Stock Sizes 
Tan 


Sine ha) New Brighton, Pa. 











also of many who may never be cus- 
tomers of any bank—the men and 
women whose votes on financial legis- 
lation determine the destiny of Amer- 
ican finance. 

This is one of the points that will be 
made at the coming convention. Among 
speakers whose experienced views in 
their own fields will be applied to finan- 
cial public relations are the president 
of a national chain of hotels, the presi- 
dent of one of the large insuranee 


companies, the editor of a metropolitan 
newspaper, the customer research man- 
ager of a nationally-known industrial 
organization, a prominent radio manu- 
facturer, the head of a large financial 
advertising agency, and a radio news 
commentator. These speakers will 
emphasize the human element that 
must be taken into consideration in 
doing business with the public. It is 
an element of importance when study- 
ing or planning bank advertising. 
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(From page 21) up the defense that 
he had endorsed the note about a 
month after the payee bank had 
received it from the maker and had 
done so at the-request of the bank’s 
cashier, who represented to him that 
he would never be called upon to pay 
the note and that the endorsement was 
requested only for the purpose of 
meeting certain regulations imposed 
by the national bank examiner. 

The bank produced its “‘Loans and 
Interest Journal’ whose entries showed 
the names of the maker and endorsers 
entered on the original date of the 
note. An employee of the bank testi- 
fied that he had made the entries on 
the date in question and that he had 
seen the names of the endorsers on the 
note on that date. This employee 
admitted that he had no _ personal 
recollection of the particular entries, 
but based his testimony on the custom 
and practice of the bank, and the 
record as actually made. 

The assistant cashier also testified 
that it was the universal custom of 
the bank that a loan would not be 
made until the note was completed 
with all signers and endorsers. 

Ruling in favor of the bank, the 
court said: 

“Evidence of banking custom is 
admissible and, while evidence may be 
offered showing that it was not ob- 
served or followed in a_ particular 


(From page 7) dollar of deposits. I then 
break down the expenses into salaries, 
fuel and light, advertising, stationery, 
etc., to show how these items relate to 
the whole, year by year. A marked 
change in ratios calls for investigation 
of the causes. As deposits go up, 
expenses must also go up; but if in no 
greater or even less proportion year by 
year, | know that matters are not 
getling out of hand. The variation 
in my black book, expenses to average 
deposits runs from .0164 in 1935 (low) 
to .0221 in 1924 (high). 

Anyone who has ever “broken” a 
ten dollar bill and soon found it gone, 
and who has endeavored to trace 
where it went and has been surprised 
how fast it went, well knows how 
money can slip away unconsciously. 
It is therefore good exercise to take 
the bank income and break it down 
into where it goes, year by year, to 
follow the trend. 

Thus, in our case, out of every 
dollar of income, without bond profits 
and recoveries, in 1935 expenses took 
32.2 cents (of which salaries took 


22 cents), interest paid 33.1 cents, 
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Court Decisions 


transaction, nevertheless, where that 
question is in dispute, testimony 
respecting a banking custom or 
practice may be offered and considered 
as evidence.” (Reconstruction Fi- 
nance Corporation vs. Rovetti, 15 
Federal Supplement, 33.) 


When Laws Conflict 


State statutes governing banks and 
banking procedure do not apply to 
national banks located within the 
state where the state statute is in 
conflict with Acts of Congress on the 
same subject, or where, as a Federal 
Circuit Court of Appeals pointed out 
in a recent case, the provisions of the 
state statute are incompatible with 
the national banking scheme. 

In that case a state statute provided 
that where a collecting bank forwards 
a check or draft to a drawee bank else- 
where in the state, the account of the 
drawer is charged with the item, and 
the drawee bank has issued a check or 
draft on any other bank to cover the 
collection, the collecting bank then 
has a lien on all the assets of the 
drawee bank superior to the claims of 
all depositors and all ordinary credi- 
tors of the drawee bank. The giving 
of such a special lien, the court thought, 
was inconsistent with the policy of the 
national bank system to secure, in 
the event of insolvency, a just and 


Management’s Job 


taxes .047 cents, leaving 30 cents net 
for other uses. This is to say: this 
process shows where dollar income 
goes year by year, and whether as 
volume changes these factors change 
adversely. 

Just as the merchant large or small 
seeks to obtain a profit on each dollar 
of sales, so the banker should seek to 
obtain a profit on each dollar of 
deposits and know what that profit is 
from year to year. The dollar amount 
of profits is not a good yardstick, for 
he may have more or less dollars to 
work with. The trouble with many 
banks today is, they have fewer dol- 
lars, with less income, and overhead 
not far out of line with their peak. 
For the past thirteen years my highest 
profit per dollar of average deposits 
was in 1930 with .0188 and the lowest 
in 1925, .00996. In 1935 it was .0147. 
The same process applies to profit 
per share of stock, with or without non- 
recurring profits such as bond profits. 

Bond profits are pleasing; service 
fees are satisfying; commissions are 
welcome; but by and large, year in 
and year out, it is interest that runs 


equal distribution of the assets of 
national banks among all unsecured 
creditors. (Calcasieu National Bank 
vs. Bank of Abbeville and Trust Com- 
pany, 83 Federal Reporter, Second 
Series, 742.) 


Dishonored Check 


What is a bank’s liability for wrong- 
fully refusing to honor a depositor’s 
check where the depositor has sufficient 
funds to cover the check? 

“If a check is duly issued on a bank 
by a depositor having sufficient funds 
subject to withdrawal,” says the Court 
of Appeals of Alabama in a recent case, 
*‘and such check is properly presented 
for payment, and payment is wrong- 
fully refused, a cause of action arises 
in favor of the depositor. He may sue 
for a breach of contract or for the 
breach of duty arising therefrom. 

In the case before the court the 
aggrieved depositor was not engaged 
in business so that the dishonor of his 
check did not affect his credit in the 
commercial world, and he was unable 
to show mental anguish and suffering 
or actual damages arising from the dis- 
honor of his check. The jury awarded 
the depositor a verdict of $300, but 
this was held by the court to be 
excessive, and a new trial was awarded 
to the bank. (First National Bank vs. 
Ducros, 168 Southern Reporter, 704.) 


the bank. The other factors are either 
too small or too uncertain to depend 
upon. I therefore would know how 
much of my gross income is pure 
income (interest) and how much is 
from other factors uncertain in their 
nature. For the period under review, 
bond profits have averaged but .069 
of the income, a very favorable omen, 
showing that we have not depended 
upon uncertain factors for our liveli- 
hood. Interest runs this bank. Interest 
received to gross income of all kinds has 
run from 67.8 per cent (low) in 1935, 
a good year in the bond account, to 
92.4 per cent (high) in 1930, a poor 
year in the bond account. 

Out of gross income in_ banking 
comes interest, taxes, expenses, divi- 
dends and losses. The resultant is the 
amount of net, from which profit and 
loss is built up and losses absorbed. 
Therefore, we may compare net in- 
come with gross (before dividends and 
losses) to see how much of the gross 
is net. That is what the merchant and 
manufacturer does and which the 
banker wants to know as a preliminary 
to lending. Going back to the black 
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book, I find that the highest in the 
sixteen years was 1935 (the good bond 
year) with 46.4; the low was 21.2 in 
1925. My bank shows consistency in 
this factor that is quite remarkable. 

It has been charged, and not without 
reason, that the banks in the good old 
days paid out entirely too much of their 
income in the form of dividends, leav- 
ing too slim a cushion for trouble later. 
This was true of any number of banks, 
as every banker knows. I find that in 
1925 when the going was easy we paid 
50 per cent of our profits in dividends. 
That was too much. The barometer 
shows a steady falling since that time, 
until in 1935 it was only .053, or one- 
tenth as much. While we have a long 
dividend record we now carry a very 


generous amount of earnings into 
profits. 
I was curious also to know how 


much the safe deposit vault had earned 
over a period of years and what the 
service charges had turned in as their 
contribution to overhead. It was all 
there, ready to be assembled. The 
result was satisfying. I also have my 
deposits on the first of each month for 
many years back, charted and tabu- 
lated. 

I really cannot see how any banker 
can run his bank without a little black 
book. To be sure, it may not bring 
back pleasant recollections as one 
reviews names long since charged off 
and incidents almost forgotten, but it 
is informative and educational just 
the same. My little book is more 
than a statistical record. It records 
the charge offs by name and amount 
year by year. It is the story of 
tragedies, many of them alike in the 
result upon my bank, but each with a 
setting all its own. 

Here is a name that brings back 
the war days and the story of a 
desperate attempt running over a year 
to keep a hotel out of bankruptcy. 
Being dependent upon the weather 
for its trade and with heavy overhead, 
it was a heartbreaking experience. If 
the week-ends were favorable, the 
receipts were good. If they were 
stormy, the results were disappointing. 
Nevertheless, the help had to be paid 
and provisions bought, on a gamble 
that the weather would be good and 
the week-end receipts would carry 
them through the following week. 
Every day the checks came in in vol- 
ume and the receipts of the day before 
were taken and applied to the checks 
that would give the most trouble if 
returned. The inevitable happened. 
The meat man was in for about 
$20,000, the milkman $12,000, the 
butter and egg man $15,000, etc., etc. 
Our loan became doubtful, very doubt- 
ful, and finally bad; but fortunately we 
obtained an attachment on the safe 
deposit box where the wife had some 
Liberty bonds and a charge off of 


| 
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GENERAL MOTORS 





is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power and heat- 
ing equipment; GMC 
trucks; BEDFORD, 
VAUXHALL, OPEL, 
BLITZ—foreign made 
automotive vehicles. 


ACCEPTANCE 





INSTALMENT 
PLAN 
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CORPORATION 





The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise. Capital employed 
is in excess of $80,000,000, 
supplemented principally by short 
term borrowings. 

In obtaining such short term 
accommodation, GMAC issues one 
standard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 





These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK BRANCHES IN PRINCIPAL CITIES 

































































NATIONAL BANK OF DETROIT 


DETROIT, MICHIGAN 


ESTABLISHED MARCH 24, 1933 }: RESOURCES EXCEED $375,000,000 


Member Federal Deposit Insurance Corporation 





$2,200 was reduced subsequently by 
$781.24, which is better than most 
charge offs work out. 

When an optometrist came rushing 
in, all excited over a chance to go into 
the lumber business in Vermont, my 
judgment was then, as it is now, that 
the maker of spectacles knows nothing 
about the lumber business. When we 
took his note with what appeared to 
be a good endorser, we may just as 
well have given him the money as a 
Christmas present rather than set 
him up in a sawmill. He never paid a 
cent on the note and it stares me in 
the face as a constant reminder that 
the shoemaker should stick to his last 
and stay away from things he does not 
understand. At the same time the 
bank that does not know this had 
better learn it early in its career. 

If Mr. Zero had not put the money 
into Wall Street which he had set 
aside to build an apartment covering 
a whole block, to make a little on the 


side; if he had not borrowed from us 
and other banks, instead of selling out; 
and if the crash had not come when 
it did —if, if, if— he would not now be 
broke, nor would there be another 
five figure charge off on our books: 
figures which would not have been 
there had we not believed the market 
would rally and had we sold him out 
ruthlessly when the margin became 
thin . . . We were too human to be 
unkind and being kind, we proved to 
be unkind both to him and ourselves. 

In some respects my little black 
book makes pleasant reading and in 
others it is not so pleasant. I knew 
that we had made money, year by 
year, and how much. Just where it 
came from I did not know until I 
broke down the income account. I 
knew that we had made profits on the 
bond account year by year, some years 
substantially so and others moderately 
so. We had also taken losses from 
sales and mark downs; every bank 


In writing to advertisers please mention The Burroughs Clearing House 
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Akron Savings & Loan: Building, Akron, O. 


MODERNIZE HEATING IN 
AKRON BANK BUILDING 


Webster Hylo System Is Selected 
After Exhaustive Investigation 
By Building Manager 


ENGINEERING SERVICE VALUED 


Akron, O.— The engineering experi- 
ence of the Webster Organization was a 
determining factor in the selection of 
the Webster Hylo System of Steam 
Heating and Webster Heating System 
Equipment in the Akron Savings & Loan 
Company Building, according to Build- 
ing Manager A. B. Crandall. 


The heating system in this 12-story 
office building was brought up-to-date 
during the 1934-35 heating season after 
an exhaustive investigation of heating 
control methods. 


“One of our reasons for dealing with 
Warren Webster & Company was to ob- 
tain the benefit of your engineering 
experience, as we realize that this is of 
as much value as the actual material 
purchased,” Mr. Crandall wrote. 


“While our primary object in installing 
the Webster Hylo Control System was to 
obtain even temperature and tenant com- 
fort, it is interesting to note that a 19 
per cent coal saving was also effected.” 


How this 19 pe centsaving was achieved 
is shown in the performance record be- 
low. There was no change in the heating 
schedule of 91 hours a week. 
Heating Performance Record 
Steam Per D.D. 








Degree Lbs.Coal Per M. Sq. Ft. 
Days Fired Radiation 
Before Control 
1933-34..... 6,566 875,000 79.5 
After Control 
1935-36..... 6,728 730,000 64.5 
Data for season 1934-35 is not conclusive, as 


change was made during the heating season. 

Webster Systems provide fuel savings, 
comfortable indoor temperatures and 
minimum repair and maintenance bills 
in new buildings as well as old. Traps, 
valves, orifices, concealed radiation, cen- 
tral heat controls—all are products of 
one manufacturer under one undivided 
responsibility. 


If you are interested in heating new buildings, 
ot in improved heating service and lower 
heating cost in your present building, address 
WARREN WEBSTER & CO., Camden, N. J. 


Pioneers of the Vacuum System of Steam Heatin 
Branches in 60 principal U. S. Cities — Estab. 1886 
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does. I knew the depression had been 
costly —extremely so. But just what 
that cost was, I did not know until 
the figures were put together for a 
period of sixteen years. I then found 
that while we had made a quarter of a 
million through our excursions into 
the bond market, I did not know how 
much those excursions had cost. Sur- 
prised were all of us to find that we 
charged off as much as we had made. 
The only real benefit the bond account 
brought was in earnings, sufficient to 
absorb losses and still have a profit — 
not from bond sales, but from income. 

Our loan losses, in keeping with all 
banks have been substantial. These 
too I knew were taking place year by 
year; and only as the total was put 
together did I realize how costly had 
been these charge offs. And as I scan 
the names and amounts, I am per- 
suaded positively of one thing, namely, 
we could have absorbed all the losses 


on small loans without a_ tremor. 
Individually and collectively, they 
were insignificant. It was the five 


figure loans, to five figure depositors 
that cost us the toll. It may be that 
the little fellow does not go broke in 
the same ratio as the larger fellows. 
He carries a lighter load, and while 
he may be no more honest than his 
fellows in the higher brackets, yet he 
comes through better. 

And so, the story of our successes 
and our failures, our good judgment 
and our bad, is writ large in my little 
black book, which carries among its 
souvenirs memories of happy days and 
many of heart breaking ones. Today 
we are back into our old stride, making 
money, with deposits mounting up. 
The depreciation account, which looms 
like a nightmare of impossible propor- 
tions in retrospect, has turned from 
red into black; but at what cost? 
The wonder is that we lived through 
it all. The scars of 1929-34 have 
healed; memory grows a bit fainter. 
I look back upon it all and remember 
what a famous Frenchman said when 
asked what he did during the revolu- 
tion, and replied “I survived.” 


A Rating Chart for Mortgage Loans 


(From page 20) have to carry an unusual 
factor in the Personal Rating classifica- 
tion, if the loan is to be made. 


Personal Rating 

The first item under this classifica- 
tion is AGE OF BORROWER, and in our 
opinion a man forty-five years or 
under applying for a monthly amor- 
tized loan running from twelve to 
fifteen years is the desirable risk under 
this heading. If this man is in his late 
twenties, or early thirties, then he is 
approaching the period in which he 
should be at maximum efficiency and 
earning power, and if between forty 
and forty-five his period of maximum 
efficiency will extend far enough in 
the life of the loan so that there will 
be small likelihood of depreciated earn- 
ing power becoming a factor in the 
matter of meeting his payments. 
Ages forty-six to fifty-one, and fifty- 
one to fifty-five years carry low 
deficiency weights, but beginning at 
the age of fifty-six and upwards, the 
weighting becomes consistently heavier 
until at sixty-five the applicant is 
approaching a “Reject”’ rating. 

Item No. 2 is LENGTH OF LOAN. 
This is divided into two classifications, 
one being for a regular loan, and the 
other for an FHA insured loan. Inas- 
much as it has been the policy of this 
institution to make no loans under 
ten years, and under the law they 
cannot be made for a lesser period 
than five years, we start with zero 
deficiency a loan of twelve years or 
under. All loans made by this institu- 
tion are written so that the borrower 


in making his payment includes inter- 
est at the prescribed rate, and a pay- 
ment of principal of sufficient size to 
retire the loan within the number of 
years for which the loan is written. 
His payment also includes one-twelfth 
of his yearly tax bill and one-twelfth 
of his yearly fire and windstorm 
insurance premiums. Consequently, 
a loan of approximately eleven years 
and seven months, written at 6 per cent 
would call for a payment of 1 per cent 
per month of the face amount of the 
loan. This would include interest and 
principal amounts sufficient to retire 
the loan in the specified length of time, 
and to this monthly payment is added 
the proration of his taxes and fire and 
windstorm insurance premiums. This 
type of loan, in our judgment, is the 
ideal loan, although in many cases we 
find that a borrower would prefer, or 
needs, a fifteen-year loan of the same 
type, so that his monthly payments 
will not be burdensome, and for a loan 
of this type we carry a very minor 
weighting. Regular loans going over 
a fifteen-year period in our judgment 
become progressively hazardous, and 
are so weighted in the scale that loans 
running from seventeen to twenty 
years are unattractive. FHA insured 
loans are definitely designed to run 
for a much longer period of time, and 
in our weighting scale the loan can 
go up to eighteen years without heavy 
penalty. Nineteen- and twenty-year 
loans are so weighted that they be- 
come undesirable unless there are 
definite compensating factors among 
the other classifications. 





Sepi 


lg 


of 

pal 
me 
fire 
mi 
bo 
fou 
me 


a 


— 
b 


ao et © fos 


OO oe & 


Ts 
iat 


VS. 
ile 
his 
he 


ses 
nt 
tle 
its 
nd 


ing 
ip. 
ms 
or- 
om 
st? 
igh 
ive 
ler. 
per 
1en 
ylu- 


Ler- 
ay- 
, to 
- of 
en. 
lfth 
lfth 
orm 
tly, 
ars 
‘ent 
‘ent 
the 
and 
tire 
me, 
ded 
and 
This 
the 
» we 
, or 
ame 
ents 
loan 
inor 
over 
nent 
and 
pans 
enty 
ured 
run 
and 
can 
avy 
year 

be- 

are 
nong 





September, 1936—-THE BURROUGHS CLEARING HOUSE 


Item No. 3 is CERTAIN INCOME. 
It is our belief that an owner who has 
a certain income of five times or better 
of his monthly mortgage payments, 
particularly when these mortgage pay- 
ments include prepaying of taxes, and 
fire and windstorm insurance pre- 
miums, becomes a desirable risk. A 
borrower whose certain income is 
four to one of his total monthly pay- 
ments is not heavily penalized, but 
any income falling below four to one 
ratio is penalized to the extent of 
becoming unattractive, and when CEr- 
TAIN INCOME falls to three to one or 
less, this calls for a definite rejection. 

Item No. 4 is RESERVES AND SAv- 
inGS: At the head of this classification 
is a place for the reviewing officer to 
write in the figures, showing the equity 
the borrower has in the property on 
which he desires a mortgage, the true 
equity being the difference between 
the sound market appraisal of this 
property and the amount of loan the 
borrower has applied for. Cash, 
stocks, bonds, cash value of life 
insurance etc., are true quick assets. 
The last item under this heading, 
“Other Realizable Assets,’ sums up 
equities in other properties, Accounts 
Receivable and items of like nature, 
usually figured on a more conservative 
basis than that listed by the bor- 
rower in his financial statement. Items 
such as personal property, automobiles, 
etc., are usually disregarded under this 
classification of RESERVES AND SAv- 
INGS. We feel that a borrower should 
show ability to accumulate a reason- 
able amount of assets to be rated a 
desirable risk, and consequently we 
set the zero classification when he 
has shown his ability to save 150 per 
cent or better of the amount which he 
desires to borrow. The borrower is 
not penalized heavily if his true savings 
are approximately equal to 75 per 
cent of the loan he desires. When 
they fall below this 75 per cent ratio, 
he is more heavily penalized. If the 
borrower has no savings, the loan is 
automatically rejected. 

Item No. 5 is Lire INSURANCE; the 
ideal risk under this classification 
would be full coverage of life insurance 
assigned by the borrower to this 
institution in the event of his death. 
The closest approach to this ideal 
situation is where the borrower has 
the full amount or more of life insur- 
ance payable to his estate. In the 
event the borrower is a married man, 
and through accident or illness dies, 
leaving the full amount of insurance 
payable to his wife, it very obviously 
gives her time to readjust herself. to 
conditions. If it is determined that 
the property must be sold, the insur- 
ance money will obviate the necessity 
of a forced sale, and allow the wife 
time to liquidate the property in an 
orderly fashion, usually realizing a 


part or all of the true equity. If the 
borrower has only 75 per cent of the 
amount of his mortgage in life insur- 
ance, he is rated lower in the scale of 
deficiency, and any borrower who has 
less than 50 per cent of life insurance 
is unquestionably approaching a ‘“‘Re- 
ject” rating. I might add that in this 
institution we place little value on 
the so-called ‘“‘Group Insurance’’ for 
this purpose. 

Item No. 6 is APPRAISED VALUE 
TO YEARLY INCOME: In our opinion 
the ideal risk is a borrower who lives 
in a property which represents a value 
of not more than twice his yearly 
income. If the appraised value of the 
property is not more than two and 
one-half times his yearly income, we 
still feel that to be a substantial ratio. 
If it goes to three times his yearly 
income, the weighting is such that it 
would necessarily have to be com- 
pensated for in other classifications, 
and if it goes to three and one-half 
times his yearly income, the loan is 
rejected on the ground that the man is 
living beyond his means. 
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Item No. 7 is Tora MORTGAGE TO 
YEARLY INCOME: The desirable classi- 
fication under this risk is where the 
borrower desires not more than one 
and one-half times his yearly income. 
If he requests not more than twice 
his yearly income, he is not penalized 
heavily, but if it goes to two and one- 
half times his yearly income, it is 
becoming unattractive and three and 
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é The real situation for In- 
vestors is none too ob- 
vious. What WOULD 

you do? One of these stocks has an 
‘Index of Gain Power’’ registered at 
.0665d, the other .0623. Some day 
one will far outstrip the other be- 
cause of this difference . . . and for 
no other reason. Canny investors 
will get our comparison now, with 
the interpretation of the ‘‘Index’’ 
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CORRESPONDENT SERVICE 
IN CANADA AND FOREIGN COUNTRIES 


for ‘Banks in the United States 


THE ROYAL BANK OF CANADA is particularly equipped to 
serve the needs of American banks in the conduct of their 
foreign business, through its wide branch system in Canada, 
Latin America and overseas. 


The national and international banking facilities of this institu- 
tion include—Trade Acceptances, Collections, Letters of 
Credit, Foreign Exchange, Remittances, Credit Information, etc. 


Over 600 branches in Canada, 72 offices in Cuba, Puerto Rico, British and French 
West Indies, Central and South America; branches in London, Paris, Barcelona. 


We invite your inquiry 
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Head Office, Montreal, Canada - New York Agency, 68 William St. a 
































IN SAINT LOUIS 


50% of all rooms rent for $3.50 or 
less, single; $5.00 or less, double. 3 
air-conditioned restaurants. Garage 
Service. Located center downtown 
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FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 














Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 


Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


* Further information and circulars can 
be obtained through your dealer or 





CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
New York City 


31 Nassau Street e 
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one-half times his yearly income calls 
for an automatic rejection. 

Item No. 8 is OTHER MORTGAGE 
INDEBTEDNEss. The weight of this 
item is somewhat offset by the com- 
pensating factor in Item No. 4, 
RESERVES AND SAVINGS, but neverthe- 
less, we feel that to obtain a true 
picture of the borrower’s ability to 
meet his contractual obligations, he 
should not be too heavily involved 
with other mortgage indebtedness. 
Consequently having no other mort- 
gage indebtedness carries a zero rating. 
Ten per cent of his income pledged 
or even 15 per cent of his income 
pledged for other mortgage payments 
is not an unsurmountable handicap, 
but higher percentages than this of 
his income pledged for mortgage pay- 
ments indicates an involved situation 
and is heavily penalized. 

Item No. 9 is INDEBTEDNEss OTHER 
THAN MorrcaGe. Obviously if the 
man states that he has no other in- 
debtedness and the credit report bears 
out this statement, it carries the 
highest rating under this classification. 
Ten per cent of his income pledged 
does not bring heavy penalties, 20 
per cent of his income pledged is a 
definite handicap to the borrower, and 
is so weighted, and 30 per cent of his 
income pledged is an automatic rejec- 
tion. 

Item No. 10 is Crepir: An A-l 
credit report supplemented by addi- 
tional information obtained from the 
borrower personally and from such 
other sources as may be available 
carries a zero deficiency, and we might 
add that there are very few men who 
carry zero deficiency in our analysis 
of credit rating. The average good 
borrower, with nothing detrimental 
shown in his credit report or in the 
other information available carries a 
comparatively small deficiency. If 
the credit report is only ‘‘Fair’ the 
applicant is heavily penalized and if 
“Poor” is automatically rejected. 

When all the individual items from 
1 to 10 have been analyzed, weighed 
and rated, the column is then added 


and in the event that the total is 
eight or less, we classify this as an 
**A”? loan; from nine to twelve in- 
clusive would rate “B,’’ thirteen to 
sixteen “‘C,” seventeen to twenty-five 
“D,” and twenty-six to thirty-three 


~ 
ey 9 
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After a loan has been completely 
analyzed, both as to Physical Security 
and Personal Rating, it is frequently 
possible that certain conditions can 
be set up which will automatically 
change the rating before the final 
figures are set down. Such a condition 
would be for the borrower to increase 
the amount of life insurance carried, 
or to decrease the length of time for 
which he wanted the loan, and we have 
provided a place on the rating sheet, 
so that if the specified conditions are 
complied with, the borrower can be 
given the benefit of such added credits 
in the final rating. 

With the two ratings before us, 
it is possible then to determine, first, 
whether the loan shall be made for the 
amount requested, second, whether 
the loan must be reduced below the 
amount applied for, third, the term 
of years for which the loan should be 
written, fourth, the type of loan to 
offer. That last means whether we 
shall offer our lowest interest rate of 
5*/; per cent or the next rate of 6 per 
cent or the FHA rate for insured 
mortgages. 

Back goes the loan application, with 
the analysis sheet attached, to the 
outer office. On the latter form, are 
written directions of the loan to be 
offered and the conditions. The 
answer has been given and the facts 
are there to bear out the reason for 
that answer. 

Does the “test tube’? method for 
rating loans work? It does. We are 
just closing the books for the first half 
of 1936 as this article is written. The 
present portfolio of mortgages is 
$1,512,940.00. On that amount of 
loans, made within the past two 
years, the total delinquent interest 
due is $76.11. Could there be any 
more conclusive answer than that? 


Regulations— Recent and Prospective 


(From page 17) aSking the next session 
of Congress to amend the act so as 
to bring national banks under it and 
to leave no doubt as to the status 
of other institutions. A committee 
of the American Bankers Association 
is studying this matter. 


Regulation Q 
The Federal Reserve Board has 
outstanding twenty regulations under 


| the various laws which govern it, of 
| which only a few affect the every-day 


operations of most member banks. 


These are revised occasionally and 
interpretations are printed in the 
monthly Federal Reserve Bulletin. The 
regulation which is causing most mis- 
understanding at present is Regula- 
tion Q, defining classes of deposits and 
fixing maximum interest rates on each 
class. At approximately the same time 
the Federal Deposit Insurance Cor- 
poration issued its Regulation IV on 
the same subject which laid down the 
same rules for non-member insured 
banks, with one exception. This was 
the definition of interest. The FRB 
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sought to define interest so as to 
include payment or absorption of 
exchange and collection charges, 
whereas the FDIC doubted that it has 
legal authority to make such a broad 
definition. In the interest of uni- 
formity, the FRB suspended sub- 
section f of Section 1 of Regulation Q, 
which contained this definition. This 
suspension is still in effect, and while 
it is possible that legislation will be 
required to settle the difficulty, the 
two agencies are attempting to work 
out an agreement, and action may be 
expected in the not distant future. 


Revising Regulation A 


Another matter now before the 
Reserve Board is that of advances by 
Reserve banks to member banks on 
the security of real estate paper. In 
response to a question, the board 
recently stated that the law makes no 
provision other than that such paper 
must be satisfactory to the particular 
Reserve Bank making the particular 
advance, and that this applies equally 
to modernization loans or mortgage 
loans insured under the national hous- 
ing act. This matter of advances on 
real estate loans will be covered in 
some detail in a forthcoming revision 
of FRB Regulation A, dealing with 
advances to and discounts for banks 
by Federal Reserve banks. 


Real Estate Holdings 


In another recent interpretation the 
FRB ruled that a corporation holding 
the premises of a state member bank 
might have other holdings and still 
be represented in the stock certificate 
of that bank. Under the Banking Act 
of 1933 it was provided that the only 
corporation which might be so repre- 
sented was one engaged solely in 
holding the bank’s premises, but the 
word “solely” was dropped when the 
twentieth paragraph of Section 9 of 
the Federal Reserve Act was amended 
by the Banking Act of 1935. 


Revenue Act of 1936 


The revenue act of 1936 contains 
several provisions of interest to 
bankers. Most corporations other 
than banks are subject to a graduated 
tax on undistributed net income, but 
banks are exempted because of their 
need to build up surplusses. The 
income of banks and trust companies 
is now subject to a tax at the rate of 
15 per cent. The income subject to 
tax is the net income less interest on 
obligations of the United States and 
its instrumentalities and less 85 per 
cent of amounts received as dividends 
from domestic corporations. Banks 
may also deduct dividends paid on 
preferred stock owned by an instru- 











mentality of the United States. Banks 
are also subject to the capital stock 
tax and excess profits tax, and will be 


concerned with rulings on this subject M th d 
which may be issued from time to time any ousan S$ 
by the Bureau of Internal Revenue. 

There is a special provision in the of INVESTORS 


1 936 revenue law, section 169, regard- and business men have depended 
ing the taxability of common trust upon Babson’s Reports—oldest 
funds, which will be the subject of service of its character in Amer- 
regulations and interpretations by the ica—for guidance thru four com- 
B. I. R. As yet the bureau’s staff plete business cycles, two finan- 
has not given this provision any study cial panics, and a World War. 

because of the press of other matters, 


but will do so sometime before the Get Further Facts 


end of the year. on this service which has been 
heiping clients for over thirty 





: years. Acquaint yourself with the 
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The Securities and Exchange Com- shes sncome and profit, Learn 
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under today’s confused condi- 
tions. Clip the coupon and mail! 


Babson s Reports: 


and rulings of interest to many 
bankers. One of the most recent was 
under the provision of the utility 
holding company act which prohibits 
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—is a mighty poor 
way to make busi- 
ness decisions . . 


It is necessary to know the facts 
about your business in order to 
make decisions that may mean 
the difference between profit and 
success or loss and failure. This 
information should be instantly 

yoni. available, for guessing and de- 
wie lays are expensive and dangerous. 





With Globe-Wernicke visible records you can have important informa- 
tion at your finger tips regarding sales, credit, collections, accounts 
receivable, stock, purchases, payroll, and other departments. Without 
cost or obligation, let us study your present methods and recommend 
an efficient and economical record system that will make it possible to 
know what is going on in your business—save time and money. 
Thousands of stock and special forms are available for every record- 


keeping need. Just phone the Globe-Wernicke dealer in your city 
or write direct to us. 


THE GLOBE-WERNICKE CO... Cincinnati, Ohio 
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When 
Bankers 


Come to 
cHoston 


- itis only natural that they should 
prefer the Parker House, for this famous 
hostelry provides them not only with 
HT comfortable accommodations and good 
| | food, but also with an excellent address 
and utmost convenience to those 
| financial institutions with which most 
| 
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| 





of their business is transacted. 


The smooth, efficient service of the 

Parker House meets their exacting de- 
| mands; and the impressive atmos- 
| phere heightens their sense of well- 
1] being. 


Plenty of Single rooms with private 
bath and circulating ice-water at $3 


| Glenwood J. Sherrard 
| President and 
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Managing Director i em 
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Fingerprinting a Factor in Banking 


(From page 10) Sergeant went on to ex- 
piain, but it is sometimes possible in 
spite of amazing difficulties. 

““We’ve pulled dead bodies out of 
the water, where some of them have 
spent the winter,” he continues. ““You 
have to wear rubber gloves then, 
because your hands may break through 
the swollen flesh. Yet you can ink the 
fingertips and get an impression you 
can read, and know that those finger- 
prints identify the dead man beyond 
a shadow of a doubt—provided of 
course he was careful to be finger- 
printed while he was still alive and 
among his friends.”’ 


YoOuLL ask how fingerprints can be 

analyzed and graded and made use of. 
It’s quite a study. In three years a 
bright individual can become a finger- 
print expert. The following brief and 
incomplete explanation gives only one 
look into the workings of the Henry 
system, named after Sir E. R. Henry 
of Scotland Yard and used throughout 
the world. 

Individuals can be and are identified 
by a single finger, but the task of 
setting up a single fingerprint file is 
expensive and bulky, and so far is 
used only for a little group of very 
dangerous criminals. The usual sys- 
tem records all ten fingers and derives 
a formula from them. This formula 
can be telegraphed from city to city. 

There are three major classifications 
of fingerprints: whorls, loops and 
arches; and seven additional sub- 
classifications. If the ten fingers have 
no whorls at all, you assign that set 
of prints an arbitrary value of one- 
over-one. If whorls are present, each 
finger has a specified value, so that 
you get a primary classification, say, 
of twenty-nine-over-nineteen. You 
follow through with a secondary, sub- 
secondary and final classification, so 
that you get a complete formula for 
each hand like this one of Al Capone’s, 
quoted in a highly readable book 
called “Science Versus Crime:” 


29 L1U 101 6 
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Fingerprints do not indicate heredity 
and have no relation to brains or 


| personality. 
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Out of say 40,000 prints in a city’s 
police file there would be just a couple 
of hundred that come even close in 
resemblance. These would then be 
brought down by further classifica- 
tions. If two prints should be very 
much alike they can be classified to 
the point where they are identified, 
something the same as a system of 
filing. Fingerprints can be photo- 
graphed under a microscope and every 
dot and broken ridge counted. 


There are still other 
points on fingerprinting. I understand 
taat postal savings depositors are 
fingerprinted. The new social security 
program, which will call for the accu- 
rate identifying of millions, may well 
bring about a wider use of finger- 
printing. The Waggener Finger Print 
Corporation, located in Memphis, sells 
a service which fingerprints employees 
and applicants for positions and 
searches their history for all sorts of 
misdemeanors, or the absence of them. 
Not only banks, but hotels, factories, 
stores and other employers use the 
service. 

Let’s go back now to President 
Felix M. McWhirter of the Peoples 
State Bank, Indianapolis. Mr. Me- 
Whirter, more than any one man, is 
the mainspring back of fingerprinting 
for bank employees. He has given 
earnest thought to the subject of 
crime prevention. 

Mr. McWhirter has given publicity 
and a new dignity to civilian finger- 
printing. Now that the job has been 
approved by the A. B. A.’s executive 
council, he is stepping aside. He 
refused to pose for a picture for this 
article. 

But Mr. McWhirter’s speech on 
April 2nd before the Midwest Con- 
ference on Banking Service at Chicago, 
which is a careful summary of the 
banker’s problems in combating crime, 
suggests that fingerprinting, when 
made universal and in time com- 
pulsory, will do much to make this 
country safe for honest men. 

“The high development of finger- 
printing identification by the Depart- 
ment of Justice and the systems for 
interchange of fingerprints now func- 
tioning among the various state and 
metropolitan police systems make it 
timely to consider whether this in- 
fallible identifying device should not 
be extended to apply in a positive 
rather than in a purely negative way. 

“If the decent citizens of this 
country through action of their various 
State and National business organiza- 
tions — with bankers in the forefront — 
were to submit to voluntary finger- 
printing on a large scale, they could 
go a long way toward overcoming in 
the minds of thinking people prejudices 
on this subject. Once these prejudices 
were overcome, it should then be 
possible to obtain legislation whereby 
certainly all aliens would have to be 
fingerprinted and their records in- 
corporated with those of the Depart- 
ment of Justice. Everybody would be 
materially protected, except perhaps 
the unknown large number of persons 
who have been convicted of felonies 


interesting 


and crimes, or who are in this country § 


illegally.” 
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Early Reservations 


for the Convention 
AT THE 


PALACE 
HOTEL 


are advisable 


——_ 





It’s a good idea to make reservations 
right now for the Convention, at 
The Palace Hotel, San Francisco’s 
great Convention Hotel. 


The Palace is within walking distance 
of the head office of every bank in San 
Francisco. 600 rooms, each with bath. 


Ge 
PALACE HOTEL 


Market at New Montgomery Street 
San Francisco 


ARCHIBALD H. PRICE, MANAGER 
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Great at the 
Nation's Capital 





















ABRAHAM LINCOLN 


INCOLN was a frequent Willard 

uest, and from a balcony at the 

old Willard he watched his first inaug- 
ural parade. Since Lincoln's time one 
out of every three Presidents has been a 
guest at the Willard. 


MODERN MINUTES 
AT THE MODERN WILLARD 


Clocked by every modern fmprovement that 
gives comfort to hotel life, the Willard stands out 
for fine accommodations. It is the choice of those 
who demand service, appre- 
ciate luxury, and require 
economy. Near all impor- 
tant points in the Nation's 


Capital. ; Pr > . 
Single Rooms Cae 
with Bath $4 up 28 AFR 
Aire hyem gay Vas iene 


Double R 
with Bath $6 up 
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Canadian Notes and Comment 














COMMERCIAL FAILURES 

The monthly and annual reports on 
commercial failures in Canada issued 
by the Dominion Bureau of Statistics 
deserves special study by Canadian 
bankers and trust officers. For the 
first four months of the year these 
show bankruptcies at the lowest point 
since 1922. 

Trading establishments furnished 
the largest number of failures with 197 
reported in this division out of a total 
of 438. General stores and grocery 
stores were prominent, with clothing 
establishments not far behind. Un- 
usual, in view of the heavy volume of 
business and the severe weather condi- 
tions, was the high mortality rate in 
coal and wood firms where assignments 
this year were double the number 
shown last year. Electrical appliance 
and furniture establishments showed 
considerable stability with few failures. 
In the manufacturing division nearly 
50 per cent of the failures occurred in 
the vegetable, food and clothing in- 
dustries. 

There is a great deal of information 
in these reports which might be of 
assistance to credit departments. 


EIGHTY YEARS OLD 

Congratulations are due the Bank 
of Toronto on its eightieth anniversary 
reached last July. The bank opened 
for business in modest premises on 
Church Street, Toronto, July 8, 1856, 
and is therefore the oldest bank with 
its head office in the province of 
Ontario. The history of the Bank of 
Toronto has been one of permanent 
progress influenced by its policy of 
conservatism tinged with the right 
mixture of aggressiveness which has 
prevailed since its establishment. 


PUBLIC RELATIONS STUDY 
An interesting study in public rela- 


tions is presented by the mining 
industry which holds unique and 


favorable position in the eyes of the 
Canadian public. While mining oper- 
ations are colorful and gold mining 
captures the imagination, there are 
other reasons behind the advance to 
public favor. The industry stresses 
such facts as annual expenditures, the 
amount of pay rolls, and the number 
of men employed. Editors vie with 
each other translating these figures 
into railway and factory employment, 
tax contributions, and other benefits. 
Dividends take on a pure atmosphere 
when distributed by mining com- 
panies. 


Does the public realize that banks 


by G. 


A. G. 





and trust companies are also large 
employers, that expenditures for sala- 
ries and ‘supplies make an important 
contribution to the economic life of 
the country? It would appear that 
there is an opportunity for the collec- 
tion and publicizing of statistics on 
the constructive role played by bank- 
ing and finance in the dissemination 
of purchasing power. It would proba- 
bly amaze the public to learn that 
many branches are operated at a loss, 
that at others the profit margin is so 
small it hardly justifies the continu- 
ation of the offices. 


CLEARING HOUSE ITEMS 

An issue of “co-operative purchasing 
certificates’” has been proposed by the 
mayor of Orillia, Ontario. The scheme 
involves the issue of fifty-cent certifi- 
cates on the stamp plan... . Con- 
struction of a five-story head office 
building for the Bank of Canada at 
Ottawa in the spring has been an- 
nounced. It will cost at least $500,000. 
. . . A reduction in the interest rate 
on farm loans under the Canadian 
Farm Loan Board has taken effect. 
First mortgage loans will bear a rate 
of 5 per cent. About 5,000 borrowers 
and $10,000,000 will come under the 
new order. The rate previously on 
Federal farm loans ranged from 6!4 
per cent to 5% per cent. . . Monthly 
bank statement for June shows a 
reduction of twenty-two millions in 
savings deposits. The recent cut in 
the interest rate on savings is regarded 
as a factor in the decline. 


RENTING DEPOSIT BOXES 

An article in “Caduceus,” staff 
magazine of the Canadian Bank of 
Commerce, contains many valuable 
hints on the art of safety deposit box 
renting. 

An officer of the bank relating his 
experience states that he has found 
the small customer makes the best 
prospect. Although he may not have 
many or valuable documents, he is 
more careful of those he has. Sugges- 
tion of what constitutes valuable 
papers often brings a realization of 
their value to prospective customers. 
Another point that was found effective 
in attracting new clients was the 
adjustment of the rent to fall due on 
the first of January, with an intensive 
campaign conducted for new business 
just before the end of the year. In 
this way the initial outlay was a 
nominal one and the customer had 
time to appreciate the service before 
the yearly payment was due. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-9-36 
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CONVENTION 


2lst ANNUAL 


NASHVILLE . =. «+ « 


* 


* 


} FINANCIAL ADVERTISERS ASSOCIATION 
cordially invites you to attend the 2lst Annual Convention of the Asso- 
ciation at Nashville, September 14 to 16, with a carry-over to the 17th for 


golf and sight-seeing. 


There are two good reasons for coming: You can make attendance show a 
profit by adapting to your own needs plans and ideas developed and test- 
ed by the experience of others, and by elimination of errors in advertising. 
The second distinct gain is through contact with men and women who are 
active in advertising and public relations work. Plus values are the ad- 


vertising exhibit, more than a hundred 
displays of 1936 financial advertising, 
and renewed pride in and inspiration for 
the business in which we all are engaged. 


Nashville is at its best in mid-September 
—a hospitable city with good hotels, lo- 
cated in a section where historic back- 
ground and present-day activity create 
much of more than casual interest. You 
will like Nashville and the spirit of good- 
will and cooperation that characterizes 
not only all F. A. A. conventions but also 
all of the activities of the Association. 


Preston E. Reed, executive secretary, 231 
South La Salle Street, Chicago, will be 
glad to send you complete program,dnd 


make your hotel and convention regis- 
tration. 


The program includes eminent speakers 
on customer and public relations, adver- 
tising for banks, trust companies and in- 
vestment houses, relations with the press; 
and brass-tack sessions, led by men who 
are outstanding in their respective lines. 


Public relations work was new and 
financial advertising had little back- 
ground when the Financial Adver- 
tisers Association was organized in 
1915. As a pioneer in a new field, 
its life depended upon the mutual 
efforts of members, and the measure 
of success that kas come to the As- 
sociation has been due entirely to 
cooperation both within its own 
ranks and with other organizations. 
Every member is on a par with 
every other member. He receives 
the Year Book which is almost a 
text-book on financial advertising 


The Bulletin, 


issued monthly with advertising in 


and public relations. 


pictorial review, is supplemented by 
special bulletins. Other services and 
the facilities of the Central Office are 


available on request. 


There’s a welcome for those who be- 
lieve that coordinated effort will re- 
sult in sounder public relations and 


more productive advertising. 





YOU ARE A STRANGER 





ONLY ONCE IN THE 
FINANCIAL ADVERTISERS ASSOCIATION 
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A New 





Adds and totals two classifications of figures simul- 
taneously OR provides any number of individual 
totals and an automatic grand total........ 


By the use of two motor bars this new Burroughs adds two sets of figures at 
the same time with greater speed and simplicity than ever before. Each bar 
controls the addition of a separate set of figures. Besides, the machine adds 
groups of figures, giving a total of each group, and automatically accumulates 
a grand total of all groups. It also handles any of the bank’s routine addition. 
Of course, like all Burroughs Adding Machines, it prints ciphers automatically; 





two or more keys may be depressed at the same time; errors in key depression : 
can be quickly and easily corrected by depressing the right key in the same col- t 
umn. For a demonstration of this new machine, telephone the Burroughs office. 


Fi sy reepep aa 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 


Burroughs 
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